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—Mr. Brmm{s from t1 e Committee on (}ovmnment Operatjons,
submitted the following

o REPORT ‘
' \ . . v_‘. together 4v'vith
A\FDDITT(N‘\'AL. SI'PPiEMENTAL, ANT MINORITY VIEWS

[Tneluding cost estimate and (-ompnr}ﬂon (')f'thn Congressional Budget Omcej

a

. [’I.‘q ‘ccampany H.R. 13367’] T

The Committee on Government Operations, to whom was referred
the bill«(T1.R. 13367) to_extend and amend the State and Locdl Fiscal
Assistance Aet of 1972, and for other purposes. having considered the |
same, report farorably thereon with nmondments and re(‘ommend that
the bill.as amended do pass. .

The amendments made by the Committee on (Government Operations
strikecout. the matter printed irf linet ype and insert the matter prm‘t;gd
n 1t‘111(‘ typein tho reported bill.

I. STATEMENT oF PPrrrosr o,

=

“11.R. 19367, the Fiseal Assistanco Amendments of 1976, is designed”

to extend and amend the State and Local Fiscal Assistance Act of 1972,
commonly known as th¢ “revenue sharing” Act. This program is in- .
tended to pmw(ln general financial assistance to help support public
services thgt'are the ro':pqp&lblht\ of the States and their general pur-«

pose units of lpeal government. Since this assistance is not restricted to

any particular services or functions, the Committee has included pro-

visions intended to assure that citizens are afforded an opportunity to
partiipate in the determination of the use of these funds by theirState

= nd loeal governments. The Committee has also included specific pro-

visions to assure that the funds are expended withont discrimination,
and that financial accounts are examined by otitside anditors. This leg-
islation, like the 1972 Act, establishes a program of limited duration so
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that Congress may deende nr the light of further experience and new
“ "developments whether or not it should be continned..

I, BACKGROUND
. A, LEGISEATIVE HISTORY OF THE 1872 ACT .

The State and koeal Fiseal Assistanee et of 1972 was sigmed intp

L o1 Oketober 22, 1972 after @ long period of debate, When this type
y of uneondigional Federal nid was first proposed 11 1964 Ly Dr. Walter
Hetler. then Chairman of the €ouneil of Feonpmic Advisers. it was
mtended o stimulate the economy by earmarking an antifipated
Federal seplus fov distribution to the States. Paynient< were to he
meede only to State govermnents, The States. at thtie diseretion. eonld #
allocate o portion of the funds to Ineal governments, .
Y It subsequently beeame evident that in order for suel legislation to,”
he' politically aceeptable, it would have to provide for direct pavinents :
to at least the larger local governments, As finally enacted, the At
guaranteed auntomatic payments, without applications, to all States
and to virtually all general purpose locul governments. '

The Act provided $30.2 billion for the five ealendar, vears 1972
throngh 1976, with puyments commencing at $5.3-billiowr for 1972
and increasifig anmilly to a level of $6.5 hillion in 1976, The first
payments, mado retroacCive for all of 1972, were sent to recipients in
December 1972 .

“The funds are distributed among the States and lo¢al governments
on the basis of formulas that take in account their®varying economic
cirenimstances. Two-thirds of the total is distributed to local govern-
ments and one-third tothe States, hecause the focal units were viewed
as having the more pressing financial problems and more limited tax-
ing capabilities. : ,

Tho legislative history indicates that Congress enacted this program
with a variety of perceptions of its objectives, For examnple, some
Members viewed the program as purely a fiscal device to ease the tax
hurden of State and especinlly local governments by sharing revenue
from the progressive and productive Federal income tax;; othors saw
it as a means of decentralizing political power in our federal svstem.
Some believed the program was intended to supplement existing Fed-
eral eategorical (special purpose) assistance: others viewed it as a
partial substitute for existing categorical programs. Some Members
thought the program was intended to expand the activities of Tocal
and State governments to provide important but unmet public needs;
others saw it as.a means of reducing or stabilizing loeal property taxes.

The program established by the 1972 Act is widely identified as
drevenue sharing.” even though the law does not use that term and
appropriates specified amounts from the general fund {rrespective
of thesize of Federal revenues. . . . ' ' L,

- -
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B. FISCAL POSITION OF 8TATE AND LOCAL GOVERNMENTS ‘ .

Federal nssiétd:rlce to Sthte and local governments hag increased
dramatically during the past 11 years, from less than $11 billion in
i
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FY 1965 to almost $53 billion in FY 1975 ; n further incrense to noarly‘
$56 Latlion 1s estimated for I'Y 1976. In these 11 years, Federal aid to

" State and local governments almost doubled as a proportion of total

Federal outlays (from 9 to 17 percent), and the Federal share of State
and local expenditures increased from 15 to 23 percent.

Increases in State and local government tax revenues in recent years
have been obtained primarily by rate increases. This has occurred
because most State and local revenues are derived from sources that

" do not increase rapidly as personal income levels rise. In 1974, these

governments obtained 72 percent of theif total tax revenues from
property and salestax—sources whose yields rise only proportionately,
or less, with increases in income levels. Income taxes—whose yields
rise at a relatively fgster rate as income levels increase—accounted
for only 19 percent of their total tax receipts.

The older central cities of the Nation have experiénced a dispropor-
tionate share of fiscal problems in recent vears. These cities have lost
farge numbers of middle and higher income residents to less crowded
suburbs and have usually been frustrated in efforts to°adjust their
political houndaries to incorporate the more affluent suburban com-
munities that surround them. Consequently, the central cities have been
left with a high portion of low income and high cost residents. The
financial plight of many central cities is aggravated by the need tq
raise taxes to compensate for a dwindling population and tax base,
thereby creating a vicious evele by accelerating the further exodus of
higher income residents and business enterprises.

The fiscal condition of State governmnents is generally much less
perilous. Although many States have experienced very significant
changes in their economic growth patterns, they have generally been
in & much better position to adjust their tax sources as these changes
occur. Consequently, they are generally experiencing less serious fisca?
difficulties than the urban cities,

C. FISCAT, SIGNIFICANCE OF PROGRAM

At the present time, the revenue sharing programaccounts for
almost 12 percent of total Federal assistance payments to State and
local governments, 1 )

Approximately 38.000 units of local government, in addition to the
States, receive revenue sharing allocations which range, on an annual
‘basis, from the minimum payment of $200 to $263 million in the case
of New York City. While these allocations constitute a very high
{:roportion of the budgets for some small jurisdictions, on an overall

asis the program provides approximately 5 percent of local expendi-
tures and 2 percent of State government expenditures. These pay-
ments, however, assume much greater siFniﬁcance when compared with
tax revenues. Shared revenues are equal to approximately 3 percent of
State tax collections and 12 percent of the taxes raised by general pur-
pose_local governments. In some instances, local governments receive
allocations equal to 50 percent or,more of their total tax revenues.

Because of imbalances between service needs and financial resources
among States, and also among local communities, the distribution

_ formulas of most Federal assistance programs are designed to be
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seualizing’—this i, to pay a proportionately Targer share of henefits
to the more needy States and localities. ' )
The revenue sharing program is no exception, altlfough need is
/ measured here bysthe level of expenditures for services as well as by
the level of per capita personal income. For the year ending June 50
1976, Mississippi. New York, and Vermont will receive approxinutely
$40 per resident. as compared with per capita allocations of approxi-
mately $24 for Ohio, Indtiana, and Florida. Similarly, central cities
and popr rural commuynities generally receive larger per capita pay-
ments than affluent subugban communities. :
!
~f

111. Coymmrrrie CONSIDERATION OF LEx1ENsION LEGISLATION

P

Legis)ative jusisdiction over “general revenue sharing” was assigned
to the Committee o Government Operations at the beginning of the
94th Congress. This legislation had previously been assigned to the .
Wavs and Means Committee. Rovenue sharing constitutes the largest
single’ domestic progmln ever enacted by Congress, Recognizing the .
significanee of the program and its impict on the Federal budget. as
well as the budgets of the recipient State and local governments, the .

committee undertook an intensive review of the program. .

The matter wag/assigned to the Inteflgovernmental Relations and
Tuman Resources Subcommittee which held two sets of comprehensive
learings on the subject. ,

[First. seven days of hearings were held in July 1975 on “IFiscal
Relations in the American Federal System” in order to develop an
appropriate background for evaluating the revenue sharing program. |
(n these hearings, the subcommittee obtained very .useful testimony, - =

. from experts’in the various specinlized areas &f pubke finanee., . .
In September 1975, the”Subcommittec began three months of
in-depth hearings to take testimony both on the nufnerous and vagied
reyenue sharing bills int roduced in the House and on the operation of.
the program since 1972. The Suhcommittee heard 101 witnesses; in-
cluding 20 Members of Congress, representing a broad spectrum of
viewpoints and social philosophies. In addition, 55 organizations and
individuals submitted written statements for the hearing record, and
a4 tremendous number of communications were received from public
: officinls and interested citizens. -

. Following the<completion of public hearings, informal discussions
were held for the purpose of determining the position of the Members
on the various bills before the Subcommittee. Wheh it became cvident
that no single bill was acceptable to a majority of the Subcommittee ax
he vehicle for markup. a Working Paper was developed for the pur- J)
pose. The Working Paper, which presented as objectively as possible
A rufge of alternatives for each of the policy issues in which there ap- =
peared to\be interest. sorved as the basis for marking up a bill in con-
cept.\ wide range ojﬁlpmposals for changing various provisions of the.
present et were ex \ined in detail by the Subcommittee! Upon the
conelusion of theso deliberutions, a bill was drafted incorporating-the
<ubcommittee's decisions, and that draft bill wag further refined in
succeeding meetings until a clean bill, IT.R. 13367, was approved. Ac-
tion by the Subcommittee was completed on April 30, 1976, after 16
formal meetigs devoted to markup.

-
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IV, Comarrrer Acrion oN ILR. 13367

The Comfittee met on May 4, 5, and 6,.1976, to consider and take
action on TLR. 13347, the clean bill approved by the Subcomuuttec.
Following the adoption of a number of amendments, described later in
this report, the bill was ordered favorably reported by u vote of 59103
with & quorum present. "

V. Discrssion .

- T A EXTENSION OF PROGRAM
. (Term, Funding, and Entitlements)
Funding for the State and Local IMiscal Assistunce Act of 1972

expires on December 31, 1976, JLR. 13387 will extend the program for
an additional three and threesquarters years to September 30, 1980.

. 'The purpose ot the thru--(}uurtm- year segnient is to s_ynle
program with the Federal Government's new fiscal yeur, whichiemin-

on October 1.egeh year and terminates on Suptember 30 of the follow:
‘ingf year. . . .

- During theglhiree and threce-quarter, year extension, the program will

«ontinue g bp funded at the Tevel of Tunding for the last entitlenrent
period updey the 1972 act Under the 1972 act. entitlement period ¥
tJuly 1 1976, through December 31,0 1976) provides for funding =t
the mtd of $3.325.000,000, On arr annual basis, this reflects a l'muTin,«_:
rate of $6.65 billion. The committee's legislation provides for funding
at that rate for each of the three Mseal yvears plus an appropriately
adjusted amount for the three-quarter fiseal vear from January 1.
1977, to September 30, 1977, The committee also authorizes the funding
of the noncontiguous States adjustment amounts through the three ane
three-quarters vears at the present level of $4.780,000.

The fornula for allocating the $6.65 billion made available Dy this
lesislation i< diseussed more Mlly elsewhere in this report. (See allo-
cation formula.) Tu essence, it is to be divided into two parts with $6.5
bitlion to he distributed undeg the fornuln in thee 1972 act andutl above
that to be distrilpttial in ace@®lance with a new fornmlay designed to
targel some additional funding tothose jurisdictions with greatest
need. | . . O

The %6.65 hillion funding for this program is to he mada available
throngh an enfitlement procedure in {i(-u of the authorizations-apjro-
- ~ priatns procedure followed in the 1972 Aet. Under this proeedure,
the recipient State and loeal governments will become entitled to the
$21.94 biflion provided by this legislation.
< The Congressional Budget and Impoundment Control Aet of 1994
contains n provi-ion permitting the enactiment of spending authority by
way of entitlement. Use of the entitleent procedure effectively takes
the program owt from.under the auspices of the coneurrent resolution
on the budget and the usual appropriations process of Congress,

The proponents of the entitlements procedure assert that this cer-
tainty of receipt,will enable the State and loeal governments to use
theée funds more efficiently. Those who favor the customary appropri-
ations process question whiether revenue sharing should be given a pri-
arity over other Federal program such.as national defense, hdalth,
('(Ill('{l”()ll. ete, . -

il
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N 6
B. ALIOCATION FORMULAS

Iixeept for the.addition of a naw section 5»1'0\'iding for Supple-
mental Fiscal Assistance (discussed-below),-the Committée did not
- change the me\hod of distributing funds under the 1972 Act.

The Act refléets a conpromise hetween the differing formulas origi-
nally adopted Dy the Touse and the Senate. It also makes the allocu-
tion process more flexible and responsive to the particular eircum-
stances of individual States by providing a clioice between two for-
ninlas for alloeating funds to ench State area (which ineludes both the
State government and its local governments) @ a 5-factor formula de-
veloped by the House, and a 3-factor formulu developed by the Senate.

N . . A . & . .
The amount for eacli State arca is (entatively cmantvd under hoth

-formulus and each area is automatically given an atloeation based on
whichever of the two formulas vields the higher payment. Tf ecither
Alaska or Iuwaii uses the 3-factor formula, its allocation 18 incrensed
(in accordance with the Noncontignous States Adjustment) by the
sume pereentage adjustment as np]l)-i';(m to the base pay alowances of

. Federnd Government employees residing in those States. This adjust-
ment is intended to reflect higher living costsin those States, -

Under the first or House-originated formula, the total amount for

. each State area 1s based on five factors.Three of thewe factors are des
sigmed to take need into aceount: population. nurbanized populatiort,
and population weighted by the relative per eapita income of the United
Stutes compared to the State per capita income. Ench of these factors
ig given aaweightrad about 22 percent and together ('ompriso tygo-thirds
of the total. The remuining two factors, general tax effort of the State
and its localities, und State individual income tax collections provide
some incentive and rewnrd to the States and localities for mdeting
their fiseal requiremients from their own tax sources. Each of these
fuctors is given a weight of nbout 17 percent and together comprise

one-third of the total .

Under the second, or Senate-originated. formula, whieh is used if
it prodifees higher pavments than the H-factor formula, funds are
alloented to ench State aren on the basis of 3 factors that are given
equal seight: population. relative income, and general tax effort, The
factord in this formulu. therefore, are similar to three of the factors,
in @ S-factor fornula, Towever. the elements in the 3-factor formula
ard Oypultiplied by each other instead of Deing given a portienlar
weight, This tends to provide larger distributions to those States
which have both low incomes and high tax effort.

Two-thirds of the nmount allocated to ench State aren for ench en-

titlement period is apportioned to the general purpose logab govern--

ments in that State area (including cities.-counties. towfis, and town+
shifw) @ the remaining one-third sharve is apportioned to the State gov-
ermment.

The Aet’s provisions for distributing the,local government share
within ench State ure very complex. They require essentially the fol-
lowing procedures:

1. The amount to be allocated to units of loeal covernment is «i-
vided by the population of the State to establish the per eapita en-
titlement for all governments within the State.

). . . f
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2y The local government wmount is distributed to county areas (these
are geographic areas, not governments) based upon tho‘ratio that each
county aren bears to all county areasswithin the State, US1p Y o ) g
tor fogrmula (population X tax effort > relative income). .

3. 1f this ealeulation allocates to any county aren an amount which,
on a per eapita basig, exceedls LA of the statewide per capita en-
titlement ealeulated in step 1= amount is redyced to the 1154 level
and the resulting surplus amount ix shaved proportionately 1,y®11 the
remaining unconst rained county areas within the State. -

4. Smilarly, if any county aren is alloeated less than 209, on a per
eapita basig, of the amount ealeulated in step 1. its allocation is 1n-
creased to the 2007 level and the resulting“deficit is tuken proportion-
ntely from all the remaining unconstrained gounty arcas-within thdé
State. - '

5. Iach county aren allocation is the® divided info four parts: FFirst.
an amount for [ndian tribal governments or Alaskan native villages
is determined by the,ratiq of tribal or villagefpopulation to tlie total
populution of the county area.

"H']u-n. from the remainder, a township allodition is detefmined on
the basis of the ratio of all township adjusted taxes (i.e., taxes ex-
-elnding thogo for school purposes) to thd total adjusted taxes in the
\ county, a "

Next. 0 county government share is shmilarly determined on the
hasis of conntyv government adjusted taxes. - ‘

The remuiniig proportign is reserved for the other units of local
government, -

6. The 3-factor formula is then used to alloeate funds separately
to townships and other local governments, 1f a unit of government
receives mote than L5 percent on a per eapita basis, it is adjusted
to the 18 pereent level. Tf a unit receives dess than 20 percent, its al-
location ix increased to the lower of either the 20 pereent level, or

- 50 pereent of its adjusted taxes and intergovernmental transfers. H
any unit receives more than 50 pereent of its adjusted taxes and trans-
fors, its allocation is rediiced 1o that level and the excess is given to
the connty government i

7. 1f the cpunty guvernment has been u]l(‘)cut(\(] more than 50 per-
cent of its adjusted taxes and transfers, its allocation is reduced to
that level, and the excess is returned to the State government. (This
adjustment ean result in a State share exceeding one-third of thex
fund«.y : :
& Tf any allocation is less than $200. or any unit of local governN
ment waives its entitlement. those funds are alloeated to the next

\higher level of government, ;o .
. Congress included these maximum and minimum constraints inthe
intrastate formula in order to pvent local governments from receiv-

ing extremely large or small entitlement amounts. o

The Supplemental Fiscal Assistance section adopted by the Com-

mittee establishes a new allocation formula to be used in distributing =

a specific portion of the available funds both among the States and

,  within each State area. ) - '

Forty percent of the applicable .funds are to he allgeated by the
following factors: population multiplied by the income fuactor, di-
,

~ ool i
R )
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vided by the sum of these products, (The i income factor of a Stute.
county area, ordocal government is a fraction ;. the numerator consists
of the number of persons in families and the numbm of unrelated in- .

. dividuals 65 years or over whae are below the poverty line (or helow
125 percent of the poverty line if they reside in the central city of an
urbanized area) ; the denominator consists of the same types of per |
~sons regardless of their income levels) The other sixty percent is Lo
, be based on either of the fol]m\'mg two formulas, dapen(lmf{ on
which would result in the greater amount: (a) popualatjon multiplied -
by the general tax effort factor, divided by the suni of those [)13;1%9((
or {b) pépulation multiplied b) the income tax effort facter, (led
by the sum of these products.
In adilition, this new section contains the fo]lbwmg major pro-
1'-.1()11'-\ applicable to it . .

L (‘{mmmtoq the distinefion between townships and other local
unlta of government in allocating funds within the county area.

It pmvu]oq that before mmntv arens and units of loeal govern-
ment receive their, funds from the State, Indian tribes or Alaskan
native villages will receive their allocation directly based on the ratio
of their populntion to the population of the State. The population of
the tribe- or village is then not counted in determining the nHO(-a-
tion in the connty area in which it is Tocuted.

; 3. It eliminates the existing 20 percent miniminm per enpita entitle-
© ment and ralses to 300 pereent the 145 pereent maximum per capita
entitlement.

4, It increnses ﬁmn 200 to QkQ..")()() the minimum ontlt]omont which ”

2 loeal government must receive in any entitlement period in order to

be (‘]lflll)](‘ for supplemental furids.

The primary objective of the Snpplemental Fiseal Assistance sec-
tion is to target some selditional funding to those ]un%dl(tmnq that
have the greatest service needs and very limited fiscal eapacity to
meet those needs. Central eities and poor rural communities are in-
tended to be its main bepeficinriéd, The formila is designed-to accom-

Hish this objective primarily by substitnting the number of persons
welow the poverty level (o1 Lelow 125 percent of that level in the,
case of a central city) Far per capita income as the basic measnre

of need. 5

on .
b N . . L

C, FIAMINATION OF FITE CTRUST FUND ON REVENUE BHARING

1

The leaislation creating the revenne shaving program provided
for-establishnient on the books of the Treasury a trust fund to be
known as the “State and Loeal Government Fiseal Assistance Trust
Fune.* In fact, there is no trust fund and none is necessary for carry-
ing ont this program.

I its present form. the (rust fund mnvo])t i1s a fiction. No mﬂn(‘v
is set nside into a trust fund for useconlyv in-the State and lofal fiscal
agsistance program.- These funds are disbursed from the general fund-
of the Tressiry as are most other appropriated Federal funds.

*

v The committee recommends the removal of the references to the
trust fund in order to climinate a misconception of the nature of the | )
program. Deletion of the refercences to the trust fund does not affect
the operation of the revenue sharing program in any way.

L‘l -

ERIC o o




9 - ,

The committee makes it clear that this action is not intended to
‘take away from the Seeretary any authority he has been using to make
. .. M - N . . g
adjustiuents where recipients have been"overpaid or'underpaid.
|

I N '
‘D. ELIM\INA‘I'N)N OF PRIORITY EXPENDITURES PROVIBION

. 5. A Ll
The ‘State anfl Locul Fiscal Assistahce Act of 1972 provided that
revenue sharing funds could be used only for ¢ertain priority expen-
ditures. Priority-expenditures were defined as ordinary and necessary
maintenance and operating cxpenses for public safety, enviroitmental
protection, publi¢ transportation, health, recreation, libraries, social
services for the poor or uged, andMinancial administration. Priorit
expenditures also included ordinary and necessary capital expendi-

tures authorized by law, .
The commnittee {)“ ¢liminates this provigion entirely. One purpose
of the revenue sha®ig program is to distribute funds to State and
v local governments for use as they determine. The continuation of
Wpriority expenditure categories is inconsistent with that basic pur-
pose of the act. Furthermore, since revenue gharing funds are fungible
with other State and local government revenues, it is impossibfe in
many cages to determine for what purposes the funds are actually

being used. - . .
The committee's*deletion of the priority expenditures provisions
has the cfféct of permitting State and local governments to “use
venue sharing funds for any purpose consistent with Federal, state,
° dlocal law.,

In addition to eliminating the restrictions on purpeses for which

the funds may b used. the committee made cledr its intent that the

funds he expended by tlie recipients in a timely manner. Section 123
(n)(2) of thé Act presently require the Tecipient governments to
“use” revenue sharing funds “during such reasonable period or périods
as may be provided” in regulations preseribed by the Secretary. The
regulations that have been promulgated require the recipient to “use,
obligate, or appropriate” such funds within 24 months. Expansign
of the term “use” to include “obligate or appropriate” has created
situations‘that circumvent the intent of Congress. The regulation sets
no time period for the actnal expenditure of the funds.

Although no specific langnage js ircluded in the legislation, the
Committce believes the intent of Section 123(a) (2) would be:better
met if the regulations set a reasonable time for the actnal expenditure
of the funds. The Secretarv shonld retain his power to-extend the
time requirements where he feels it is necessary or appropriate to meet
the purposes of the Act. : -

F. ELIMINATION OF PROINIBITION ON TUSFE AS )f.\TCI}YNG FUNDS

The committee recommends the deletion of the provision of the
State and Local Fiscal Assistance Act of 1972 which prohibits State
and local governments from using revenue sharme funds directly or
indirectlv for the purpose of obtaining Federal funds in matching pro-
grama. This provision was included in the original program in amecffort
to deter recipients from obtaining 100 percent Federal funding for

10
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programs that are intended to require some contribution from locul
resources. s ) .
In recognitioh of the,"no strings” mature of the revenue sharing
program, ths committee determined that continuation of this prohibi-
tion was not apprepriate or meaningful. Revenue sharing funds five in-
ténded to be m-ai?ab]o for use in essentially the same manner tle
recipients could use funds from their owntisources. Under the exist-
- ing net, the proliibition ¢8n often be avoided by nsing revenue sharing
funds in su('L a way as to release local funds for use as matching funds.
, Removal of the prohibition on use as matehing funds is not intended
v to encournge Statg and-logal governments to seck out matching pro- - .
.grams for the purpose of multiplying Federal grant revenues, ?l wis
argued. howevar, that to theextent-this-prohibition has any effect. its .
most, restrictivé tmpaet s onsocinl service programs, including those
for the poor wiid elderly. -Beeause of tJefr awn buglget restrictiogs, some
State and loed! governments found it imposseble to participate in thpse
matehing grant programs heemisé loeal revenues were ofteh ahsordid :
by ohgoing programs, :

' ¢ b

F. MAINTENANCE OF EFFORT . < .

S The present et vequires cncll State govermment to continue to
Assist nsl units of general loeal gkernment within the State to the
same éxtent.as it had assisted them just prior to the emactment of this

“legislation. The Aet provides that o State may receive the full amount
allocable to it for an entitlement period beginning after June 30, 1073,
—...only if it distributes ns imuch to its loeal governihents in the aggregate
“from its own. Sources (based on the average during that entitfement
peripd and the immediatcly preceding enfitlenient period) as it did in
the vear beginning July 11971 (one-half ofhis amount in the rase
of the Inst entitlement period. July throngh December 1978) . 11 it fails
to do so, the amount that otherwise™would bé distributed to the State
is to be redneed dollar for dollar by the reduction in its aid to its locli- '
ties, The et provides for adjustments i the required maintenange of
offort if g State government assumes part or all of the responsibility

" fora eatezory of expenditures that was previously a local government
responsibility or if it confers ney taxing authority on one or more of
its‘umﬂ governments, .

The bill reported by the Committee confinues this provision. but J

s

desigmates the vear beginning July 1, 1975 (or until such data are
available, the most recent one-year period for which data are avail-
able) as the base period in place of the year beginning July 1, 1971,

- v ~

G. DEFINITION OF UNIT OF LOCAL GOVERNMENT d

The firesent Act defines a “unit of local government” as the govern-
ment of a county, municipality, township, or other unit below the State

whicli is treated as a unit of general government by the Census Burean o
for general statistical purﬁmsos. The term also includes the recognized . =~
governing body of an Indian tribe or Alaskan native village which o T

performs substantial governmental functions. The term “tqwnship™ is
meant to-inclyde equivalent local units having different designations,
such as “towns.” : -

. R ) 7
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. # Some concefn was exprossed before the subcommittee that large,
. © aunrbers of single-purpose governmental units were qualifying as
recipients under the existing definition. Since the revenue sharing
program’is intended to aid general purpose governments, the commit-
. tee elgritied the existing definitien by in('lll(lin¥ geveral additional
. specifientions. To meet the revised definition, which becomes ayiplicalje
on October k1977, a unit of local povermment must impose taxes or
receito intergoy ernmental transfer payments for the substantial per-
fornmnee of at least two services for their citizens from among the

. commonly provided municipal-type services listed in the bill. In addi- .
tion.a local nnit must spendat least 10 pereent of its total expenditures
fexchisive of expenditures for general and financial admiigtration
and for the assessment of property) in the mogt recent fiscal year for
- each of two snelservices. }l()\\'('\'or, this additional requirement is not
’ appljenble to n Joead nnit which performs four or more such services,
ar which ling performetl two or more such services sinee January 1,

1976, nned continues to perform them.
] . .
I CTPIZEN PARTICIPAFION  (PUBLIC TEARINGE, REPORTS, AND
g CPUBLIGATION REQUIREMENTS)

The Ait presently requires éaeh recipient governnent to submit.
reports to the Treasury Departnient. for each entitiement period onthe
planned and aetund use of revenne sharing funds. This proyfsion was
itended to assist the Treastry Departinient in enforeing tie varicus
statntory requirements. Thie Act nlso requires each State and local
oy ernment to publish such reports in a genernl cireulation newspaper
i order to inform the public pf the uses made of the funds and the’
etent to which the planned uses are carried out. . -

) The Committee bilk condaims strengthened provisions to help assure
v tipt citizens nre afforded an oppogtunity te participate in determining:
how these fundsare to he used by thvir State and localgovernments,

T'his is aceomplished ky Specific requirements for two hearings, after

adequate notive, (‘oncomms) respectively with the development of the

proposed use report and with the use of these funds‘in relation to the
rovernment’s entire budget ; for (]is.':?'minmio_n of information on the

! propoesed and actual use of the funds in relation both to particular items
1 @ roverninent's entire budget and to the use of the funds in.previous

o fiscal vears: and for newspaper publication of theaeport on the pro-

o posed use of funds and of the narrative summary of the adopted
/ hudget, Tt is the Committee’s View that the public should haye as much

Copportunity as possible to particrpate with their State and local offi-
wals in deciding the used of Federal assistance made avajlable for un-
restricteel purposes, . i A,

The hill continues the present provision fpr submission of the pro-
. _ posed and actnal nse reports to the ’I‘ron.s’mg"{)opnrtment, and. in addi-
tion. requiresdhie Secretary of the Treasury to provide copies of these
. reports to the governors’of the respective States for their informatio
In addition, it requires each unit of local government withina me

- politan f‘lkgmh\w it its proposed use repgirt to the areawide
ning orgapization concer vith jmiplementing certain provi
specifiedrFederal-laws for the Tatter

[l{lC Ll
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the.name of the pluhned use report™ to the “proposed use réport™ for

R better identificatton of’ its purpose. :
- “The Secretary, of the Lreasury is authorized to waive the requirve- . *~ 7
.. ments-for publication of the proposed use report and of the narrative T

summary of the adopted budget, and to waive the requirement for' .
*y 4 hearing before adoption of the proposed use report, if the cogt of - . .

. guch requirements would be unveasonahly burdénsome 1n reldtiof to u '\
focal or State government's entitlerfent. The, Secretary may also”™ N2 4
. waive the requirement for a budget heating if the budgst process re- :

quired under State or lodal laws, or charter ,prdvisions, assure the - ¢+

opportunity for the public attendance and participation contemplated- .- . ¢

by tha hearing requirement, and-if a portion of such.processes imnclude §
, w ahearing on the proposed use of revenue.sharing funds. This waiver

*

was included particularly to accomanodate the situation in some local =~ - .

s jurisdiction whege 2 single “town hall” type of meeting is held in , -
. which_all ‘¢itizens ave entitled to vote on the community’s budget.
The b1l also, authprizes the Secretary to shorten, to the ininimum ex:

tent ifecessarty to comply with State and local taws, the raquirement for
- @ * publfshing the proposed use report 30 days prioreto th:%ud ret hear-- ¢
. IngAf the Secrctary is satisfied*that the citizens affected will receive’ - -
agdbquate notifieatiof.- | e a : '
*The Committee recognizes that the requirements with aespect to L
“the times specified in the bill for hearings and the publication of re- -
- ports and budget summariés for each entitlement period may not.
cortform with the budget cycle of individual State or loecal govern- \.
» ments. This is.to be expected ih view of the wide variation.in the fiscal
. years used by the Statés and their local governmental units. Accord-
ingly, the Committee expects that the Secretary will take this situa-
»tion into account in promulgating regulations, and in adopting pro- '
o cedures, for accomplishing the purposes of this legislation.

©

L # NONDISCRIMINATION' PROVISION o i
. lackground —Section 122 of the current liw prohibits diserimina--
“ tian on the basis of race, edlor, sex, ox'national origin in any program ‘
or nctivity funded with revenue sharing proceeds which #s conducted
by a staté government or unit of tocal government. -UTndersthe "Act, .
the Secrgtary is authorized to take appropriate admuinistrative action, ",
. to secure compliance with thewondiscriminatipn prévisipns and to refer
., ‘cases of noncompliance to the’Attorney General for suit. In addition to .
such referrals, the Act also providés-independent authority for the At- &
torney General fo-initiate suits against recipient governments engaged
*in a “pattern or practices” gf prohibitedl Yliscrimination. )
“Phe Committee is aware of major deficienciés in the effectiveness
of Section: 122. The. “fungibility” of shared revenues has sometimes
permitted recipiei}ts to cscape cowerage by destgnating Jevenue shar- *
“Ing funds as havingsbéen used in programs or aetiyities where dis-
. ‘“rimihatidon does not. exist while.using their own figéd-up funds in
. .programs or activities which Are discriminagory #The .Secretary of ;
, g -the Treasury has-inadequately utilized his disCretionary authdrity to -

enforce the rondiscrimination provisien.':. .° . .
The Committee revised Section 122 to stremgthen the npndiscrimi-

. nation provisions. The revision seeks to impyove enforcement at the. . «
i i :
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v, Federal level, to provide bettor coordination among. {ederal, state, -
and local cif—‘il'rig{ms agencies gnd.fo insure that recipients will not
. be subject to conflicting enforcement standards.. With these goals in -

. mind, the Committee adopted ghe following“chaiges in Soction 122,
-Scope of Section.~—The preseént, law prohibits discrimination on the .

_ basis‘of race, eolor, national origin, or sex ih any program or activity

- ~  funded in whole-or-in part™hy shared reyenues. The revised section

broadens the prohibition of discrimination in twd ways. Firstly, it

adds age, handicapped status, and religidn to the prohibition. Setond-

.. ly, it requires that all activities of a recipient government be free from
[ discriminatton. The requirement was created by ‘the committee because

’” of the difficulty of tracing ‘the shared revenue and identifying the,
separate and distinct, gctivities funded by it. A recipient government

- - can uttlize various accounting techniques to'substitute shared revenue

for its own funds in a particular activity. These displacement possibil-
ities allow the recipient to designate shared revenue as being used in
aetivities less Subject to civil rights complaints. The recipient juris- - .
- dictioh can then dedignate its own freed-up funds as being used in ac-
tivities moge subject to civil rights cha]ﬁm es.. Under current law, ..
+  thesp accounting techniques immunize from challenge activities, where
discriminatjonr might exist because the activities are not funded di- ;
. rectly by rpvenue sﬂaning payments. S ¢ ' « s
L - The blanket prohibition would not apply when 4 recipient jurisdic-
' tion can prove by “clear and convincing evidence” that the aetivities
alleged to be tiscriminatory are not, funded in wholé orin part, direct-.
ly or indirectly, with Shared revenue. Because of the displatement
possibilities available, the committee felt the stringent evidentiary
standard of “elear and Convincing evidence” was necéssary to avoid *
<leception, \ —_— ) ' )
Enforcement Mechanism.—The current law, commits federal en- . -
forcement to the-discretion of the Secrefary of the Treasury and the
Attorney General, The committee felt that the poor nondiscrimination-
enforcement recard of thé revenue sharing program to date necessi-

i

& .

tated the mandating‘of certain enforcement steps. R o
(@) Secretary of the T'reasury—The central feature of the revision ‘
is a triggermechanism-which determines whenthe Secretary will be- . . -
gin compliﬂn([,e proceedings by sending apprepriate notices to the non- .
*» " complying récipients. Such notification will be triggered under two °
circumstances: (1) when.a federal or state court or administrative * r |
agency, after notice ahd opportunity for the recipientzto be heard,
" makes a finding of discrimination on the basis of racé, color, religion,
sex, national origin, st{;r,e, or handicapped status; and (2) when the
’ Secretary, after affording the reciptent an #pportunity, to make a -
*, documentary submission, makes a initial ‘determination of noncompli-
ance Fased on his owminvestigation. ’
- After the notification, the recipient has 90, days to end the discrimi-
nation and take wwhatever affirmative steps are necessaty to conform
its practices-to the law. The recipient may request a hearing on, the
~ . ,merits’ which the Secrdtary is required to initiate within 30 da&jfs of -

the request. At that hearing the recipient may raise any defense ajail-
. ‘able under the'law, including the contention that the shared revdnues

-

. r .
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were not used in the program or activity in which the alleged dis-
\ crimnination occuwrred. o ‘ ‘ :
In: advance of the hearing on the mer1t§,-‘ the recipient nmiay also

request a preliminary hearing before an afiministrative lnw judge
when the notification to the recipient is bHased on the Seeretary’s
nitinl determination of non-compliance. When notification is trig-

jered by a finding' of a Federal or state court or adniinistrative
. agency, there is no need for sucl a preliminary hearing because the
ipient has already becn afforded an opportunity for a hearing ony
the merits. Such a preliminary hearing must be requested within 30 -
days of the notification of non-compliance and must be completed O
‘within the 90 day period. If the recfpient demonstrates that it is o
¥ likely to prevail on the merits at a subsequent full hearing, the adminis-
% trative judge is autlorized to order a deferral of a fund guspéngion
which woufd otherwise automatically occur at the conclusion of ‘the -
90 days if compliance is.not achieved. \
A% the end of the 90 days, the payment ¢ shared revenues is auto- 4
matically suspended if a compliance agreement has not been signed.or
/V'i}f1 compliance itself has not been achieved. or if an administrative law
jhdge llas not entered an apppopriate order. The suspension of funds
appligs ¢nly to a local government which is the subject of the notifica-
tion frony the Secretary. The payment of fundsto ot{rer governments in

g the statelor the state itself yemains unaffected. The suspension then
‘ & . remams i} effect for a perjgd of 120 days, or 30 days after the con-

: clusion of\ a hearing on the merits, whichever is later. During this
period of duspension, the Sceretary is obligated to make a final deter-
mination of compliance or non-compliance. If insufficient evidence of
non-compliance is presented to the Secretary, then the suspended pay-
ments and all future payments are paid to the recipient. If non-com-
pliance is found, the funds are terminated and the Attorney General
is notified. ‘The recipient government could, of course, seekl resumption
' of payments when it achieved compliance with the Act. |

(b 1 ttorney General —Under present law, the Attorney General is
authorized to initiate Jegal action against any re¢ipient which is en- .
gaged in a “pattern or-practice” of discrimination m violation of -t
‘Aet. That nuthority is continuéd under the revision, and the Attorney
Creneral is givev?xexpross anthority to seek suspension, termination, or

repayment of shared revenues. The revision gives the Attorney General Y
the responsibility, of menitoring and coordinating the nondigcrimi-
\ ' natary compliancd activities of the Treasury. The revision requires the.
Secretary to suspénd payments of ghared revenue 45 ddys after the -
filing of a “pattern or practicy” suit by the Attorney General agninst
. a recipient. The recipient, ho , l};\ s has the right, within the
first 45 days after filing, to obtain a preliminary-injunction deferring
the suspension df funds. . '
('itizen remedics.—Under the revenue sharing statute and ather non- -
discrimination laws, private citizens, or organigations representing -
- their interests, may sue the United States or any recipient government
for using shared revenues in a discriminatory fashion. Those rights
aro continued under the revised Section 122. A new Section 125 of the
Act authorizes courts to award attorney, fees in citizen law suits and
authorizes the Attorney General to interveng when it'is a case of gen-

-
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eral publie importance, In Alyeska Pipeling Service Corp.v. The Wil-
derness Soceety, 421 U8, 240 (1075), the Supreme Court held that
counsel fees cannot ordinarily be awarded without express congfes-
sional authorization. Thereforeif citizens are to recover their attorney
fees, this section is essential. It is expected that the courts will apply the
attorney fee provision in accordance with applicuble Supreme Court
and lower federal court standavds:

The Committee is aware that complaints alleging the discriminatory

“use of revenue sharing funds have not been processed by the Secretary

as expeditiously as possible. A new section 124 of the Act requires the
Seeretary tosestablish reasonable and specific time limits for respond-+
ing to a complaint and making an appropriate determination with
respect to the allegations-contamned therein. The new section also re-
quires the Secretary to establish time lunits for econducting compliance
reviews and audits of t'eeigicnt governments to determine compliance

-with the provisionsof the Act.

ERIC

Aruitoxt provided by Eic:

Inter-agency-cooperation agreements.—To achieve greater efficiency
in enforcement, the bill requires the Secretary to enter into eooperation
ngreements with appropriate Federal and stdte agencies. Suc‘l agree-
mients njust «etail Lge cooperative efforts to be undertaken, including
the sharing of resources.and personnel. They rust also incl%de pro-
cedures for notifying the Secretary whenever findings of discrimina-
tion .are made or, in the case of the Attorney General, whenever a
pattern or practice suit is filed against a recipient.

~

J. AUDITING AND ACCOUN;I'ING

The 1972 Act gives the Secretary of the Treasury the responsibility
for providing for such accounting and auditing grocedures and re-
views as the deems necessary to insure that the expenditures of reve-
nue sharing funds comply with the requirements of the Act. Recog-

‘nizing the size of the revenue sharin grogx“am, the number-of par-

ticipants, and the virtually unrestricted use allowed, the committee
determined that more explicit and nniform auditing requirements are
in order. : " . ) '

To be able to obtain revenue sharing féinds, each State and local
governnient must utilize fiseal, accounting and auditing procedures .
which comply with the standards established by the Sceretary of the
Treasury zm()l’ must also conduct independent andits which are in ae-
cordance with generally accepted auditing standards, The “generally
accepted auditing standards” is the standard adopted by the General
Accounting Office and the Certified Public Accountants national orga-
nization. This standard will provide some uniformity so that thg Gen-
epal Aecounting Office can effectively conduct the oversight responsi-
bilities flaced upon it by-this section over the 38,000 governmental
units involvedinr the program. , -

The Secretary of the Treasury is required to promnulgate regulations
which assure that each governmental unit conducts an audit each fiscal
year which is in dgccordance with the standard referred to above. The

-section does allow the Secretary to provide for legs formal reviews of

financial information or less frequent audits for those States or units

o 16 .
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of local governnrent whose funding under this program is such that
that cost of an annual audit would be unreasonably burdensome.

The regulations are also to provide that the audits and financial
statements provided by this section.are public documents. This re-
‘quirement should assist in making the citizen participation section of
the Act more meaningful sinece citizens will be able to see the purposes
for which the revenue sharing funds were spent. ‘

K. PROHIBITION OF UBE FOR LOBBYING PURPOSES

The conumittee recgmmends that the recipients of revenue sharing
funds be prohibited from using those funds for the-purpose of lobby-
ing or other activities intended to influence legislation regarding reve-
nue sharing. This prohibition is consistent with the general policy of
the Federal governnrent's prohibiting the use of IFederal funds for
the purpose of soliciting additional Federal funds. ’ .

'I‘Ych, is no intention on the part of the comniittee to restrict indi-
viduals, including State and local officials, from making their views
on related legislation known. The restriction goes only to the use of
reveénue sharing funds for such purposes. .

The language of the tegislation makes clear that, for purpose of this
prohjbition, dues paid to national and state associations shall not be
deemeéd to have come from revenue sharing fupds. The committee does
not intend to restrict the nationul or state associations from appro-
priately carrying out their responsibilities to their members.

It is anticipated that the recipients of revenuasharing funds would
certify in their annual use reports that no funds have bees used in
violation of this provision. : ’

.
'

. L. APPLICATION O DAVIS BACON ACT .

The 1972 Revenue Saing Act provides that all laborers and me-
chanies employed by contrpctors or subcontractors in the performance
of work .on any constructién project of which 25 percent or nrore of

the costs are paid out of revenue sharing funds, will be paid in” ac-:

cordanco with the provisions of the Davis Bacon "Act. It has been
alleged that many recipient governments have allocated their revenue
sharing fundy among numerous construction projects in ogder to stay
helow the 25 pereent threshold on any one project it an effort to bypags

tho impact of this provision, The comnmittee reconunends the-deletion-

of the “less than 20 pereent™ exemption, thereby extending Davis
Bacon Act coverage to all eonstruction projects financed with proceeds
from the revenue sharing program. The bill does not extend t{w Davis
Bacon wage standards to construction projects which are not financed
inany part with revenue sharing funds. .

The committee was also concerned. that some, recipients were effec-
tively avoiding the Davig Bacon provigion by temporarily employing
on *heir government payroll labgrers and mechanics working on"these
construction projects. The 1972 prgvision applies only to labdrers and
mechanics emploved by contractérs'and-subcontractors. The comittee
recommends that the reference to contractors and subcontractors be

deleted, thereby extending-the provision to all laborers and mechanies:

emploved on’ construction projects financad with revenue sharing

-
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funds. The vommittee provision makes clear, however, that it does not
interid this provision to extend -to permanent, full-time employvees
of the State or local government.

) M., MODERNTZATION OF GOVERNMENT

Many of the problemns experienced by large nunibers of loea) govern-
ments arise because the boundaries or functions of that government
remain static while the constituency it serves fluctuates, One of the
eriticisins leveled at the revenue sharing program is that these funds
teiid to perpetuate ineffectiye and ineflicient units of local government.
Locul governmental units should be periotlieally adjusted to reflect
changing population and economic patterns,

The l)illl reported by the committee ereates a new seetivy of the At
intended to encourage the modernization and revitalization of State
and Jocal governments. It establishes as a goal that ench-Statd goyern-
mert should prepare a plan andytime-table for modernizing and re-
vitalizing the State ands fo('ul governments. The States are not required
to prepare and implement this plan: but, each State is required o
submit to the Seeretary of the Treasury an annual report deseribing
steps taken to achieve the goal. Treasury is required to report annually
to the Congress on the progress made by each State in the developiment
and implementation of the State’s plan and time-table, . ‘

To assist the States in achieving the goal of the bill, the provision
contains a broad series of nonexelusivezgriteria for the State to use if
it chooses in the development of the State.plan. It i suggested that
the plan include proposals for improving the effectiveness and economy
of State and local governments, the steps necessary to effectuate those
proposals, and a time-table for cffectuating each proposal within a
reasonable period. The States are encouraged to reduce the number of
limited-function govermments and special disfriets and to increase
broad participation of the general public in the decision-making N
JIPOCESS, . ‘ . . v ?

Thecommittee emphasizes that this provision is not mandafory, with
the exception of the annnal report of the State to the Seeretary de-

- : seribing any steps taken to achieve the goal set forth, The convnittee o

fnrther points out that this provision ¢ontains no penalties for failure
‘ to comply. \ ‘

. %

P

V1L H'I'A'rri.ﬂr:.\'f Persvant to Cravse 2(1) (3) (A) or Rewe XTI+

4
: The ITouse Committee on Government Operations vomln\vt(;(l exten- .
sive lieavings and investigations into the performance of the' State and
Local Fiseal Assistance Aet of 1972 These activitiessdid not result in
any specific oversight findings hut rather ni the legislation that s the
=ubject of this report. .

. VI Srtavrement Pensvaewr o Cravse 2(1)14) oy Rere XT
The enactiment of this bill into law i not expected to have any infla-
tionary. impact on prices or costs m-the operation of the national
1'('0n()my. . i
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VI Sraremexr l")L'ns{'.\N'r 'L‘n‘('r..‘\um': 7(a) or Rure XIII

4
(1) The committee est imates that the enactment of ILR. 13367 will
result in the following costs:

T e No costs

1OTT o o e et $4, 991, 083, 000
19T o e e eom2 0= 8,654, T8O, Q00
AT e e 8, 654, 780, 000
1980 .- e e e e 6, 654, 780, 000
1981 - e e Not applicable

(2) No' government agency has submitted an estimate of costs
involved in ILR. 13367 to the House Governinent “Operations
Committee. - . ,

[N STareMENTS PURSUANT To SEcriox 308(a) oF TR CONGRESSION AL
‘Burseer axp Imrounpmext Conrtror Acr or 1974 aNp® Cracse

1(1) (3) (B) or RuLe XT

(1) ILR. 13367 provides $£991 billion in Fiscal Year 1977 as new
entitlement authority for the revenue sharing program. The most re-
cent concurrent resolution on the budget for Fiscal Year 1977 sets

' forth the sum of $7.35 billion for Function 850, Revenue Sharing and

(General Purpoge Assistance. The 302(a) report accompanying the
concurrent, resolution allocates $4.880 billion in Function 850 pew
entitlement authority to the House Government Operations Cofdmit-,
tee, Hence, LI.IRR. 13367 provides approximately $111 million more new
‘entitlement authority for the révenue sharing program than is pro-
vided for in the most recent concurrent resolution on the budget.

{2) The Con%’ressionnl Budget Office has informed the Committ
that the five-yeat projection of outlays associated with H.R. 13367 15
as follows: - . .

- . Outlays -

Fiscal year: Ly Billions
1977 ool e e $8. 825
UOTB ot N e e 6. 650
1070 o e 8. 650
1080 et e R, 6. 650
1981 e 2. 1,863

The entitlement for the last quarter of any fiscal year is paid within
the first five days of the following quarter. H.R. 13367 authorizes ¢n-
titlelnents for three (}unrbers of fiscal year 1977, and four quartérs of
fiscal year 1978, fiscal year 1979, and fiscal year 1980. The outlays for
fiscal year 1977 are less than the entitlement amount by one quarter’s
_payment, and the last quarter’s payment for fiscal year 1980 occurs in-
fiscal year 1981. . r

(3)” The Congressional Budget Office has informed the committee
that all new budget authority and budget outlays mgndated by H.R.
13367 would be for financial assistance to State and R%al governments.
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X. Starement Svrenien By ConGresstoNsn Buneer Orricr PURsyanT
1o SEcTIoN 403 ov riiE CoNunresstoNAr Buoerr Acr oF 1074 tn Cox-,

FORMANCE wrtTht CLause 2(1)(3) (¢) Rore XI

’

Coxcress or Tur UNrrin Sraees,”
< . Congreussionan Bupaer Orrice,
H"u&/u'nrr/mn, D.C May 14, 1976.
ITon. Jacx Brooxs, - N
(hairman, Committee on Government O perations, U.S. 5 ouse of Rep-
resentatives, Washington, D.C.
Drar Mr. Cuiamaray : Pursuant to Section 403 of the Conressional
Budget Act of 1974, the Congressional Budget Office has prepated the.
. attached cost estimate for II.R. 13367, a bill to extend and amend the
State and Local Fiscal Assistance Act of 1979. oo
Should the Committee so desire, we. would be pleased to provide
“further details on the attached cost estimate.

Y

. Sincerely, : )

James 1. Brum,
(For Alice M. Rivlin, Director).
Attachment.
Conanesstonar Bupcer Orrick

° -

S ol COST ESTIMATE

1. Bill number: I{L.R. 13367. . o _ ap”

' 2. Bill title: Fiscal Assistance Amendments of 1976.

3. Purpose of bill: This bill extends and amends the State and Local
Fiscal Assistance Act of 1972. Funds for the general revenue sharin
program are provided for the period from January 1, 1977 througﬁ
September 30, 1980. ' '

4. Cost estimate: (Fiscal years, in thousands o‘f'do\llars):

~ . [

- —
- 19770 1978 “ 1979 1480 < 1981

- 3 B B ¥ B
~ Budgetauthonty ... ... . .. ... _ ... 4,99Y, 085 6, 654, 780 6, 654, 780 6,654,780 _ ... . . ... ..

o * “Estimated outlays 121X 3,325,000 6,650,000 . 6,650,000 6,650,000 1,662, 500~
WThe original law, Public Law 92-512, proviges funding through the Ist quarter of fiscal year 1977, The bill provides
maeney for the ramaining 3 quarters of thes fispd] year.

B X L . ’

5. Basis for cstimate” The bill contains explicit dollar amounts for
general revenue sharing payments for the periods, January through
September 1977, FY 1978, FY 1979, and FY 1980. In the past the

+ spendout pattern s been that. the allotment for-the Iast quarter of any
fiscal year is paid within the first five days of the first qiarter of the
next, fiseal vear. Consequently, the outlays for FY 77 are less than

Sthe budget authority by one quarter’s payment, and there is a one
° quarter’s payment in FY SUafter the program has expired.

r
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Subtitle D of the bill targets $112.5 million in FY 1977 and $150
million annually in FY 1978 through FY 1980 to poverty arcas.
Tho CBO estimate assumes that the outlays froni this program follow
the same spendout pattern ag the rest of the general revenue sharing
program. Subtitle D also contains an anthorization for Congress to
appropriate an unspecified amoint of additional funds for distribution
under the terms of this program for poverty areas. Since there i8 no
specific dolTar figuré for this authorization, no estimate has been made
of the costs that might be incurved under.this authorization.

There 1s also a provision for a non-contiguous state adjustment
amount. For the last three quarters of "FY 1977, the amount is $3.585
million, and for the other three fiscal yeafs, the amount is $4.78 million.
This money is available for Alagka and Hawaii to draw upon, depend-
ing upon the formula they use to determine their allocations. In
the past, they generally have used a formula which does not permit
them to receive additional amounts from ithis section. It is assumed
that there will be no future outlays from this authority.

6. Estimate comparison : Not applicable.

7. Previous CBO estimate : Not applicable. ~

<. Estimate prepared by : Roger M. Winsby (22;')—-5.‘2-73). ’

9. Estimate approved by: -

‘

s Jases L, Brus,
Assistant Director for Budget Analysis.

¢ ’ .

T XTI. SECTION-BY-SECTION A NALYSIS . g
Sertion 1 -
This Aet is cited as the Fiseal Asgistance Amendments of 1376.
‘Seetiond” ot '

This section states that the term “the fet” vefers to the State and
Local Fiseal Assistance Aet of 1972 (Title T gf ‘Public Law 92512,
approved October 20, 19727). L, .

Section §—FEliminationof Priority Frpenditute Categories, ,

(a) This section amends Subtitle A of t]m“Stnte’gxml T.oca] Figcal
Assistance Act of 1972 to climinate Section 103 which requires local
-governments to spend their allocations of funds received u%}ﬂcr this
At for cortain “priority expenditures”™. Under this amendnient local
governments would no Tonger be compelled to spend their allocations

forany of the following priority categories: .
. . 1 .
(1) ordinary and neceessary maintenance and operating expeuses
for: 2t i

(A) public safety (including law. enforcement, fire protection,
and hui (]ing("ml,c.,‘(.-nfor('mn(*nt). i

(B) environmental protection  (including sewage disposal,
sanifation and pollution abatement). o

(C) public transportation (inchuding ‘transit systems and

streets and roads), -~ .
(D) health, T , :
() recreation, f/ -
() libraries, ' ' e
. (&) social services for the poor or aged. and
(JI) financial administration; and -

(2) ordinary and necessary eqpital expenditures authorized by Taw.
This amendment would grant ]oqa!r government recipients of funds

FRIC . .
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“under this Aet the same treatment as that accorded State governments

which, under the existing legislation, are not supject to the require-

ments set forthan Section 103. . . o PR
- (b) Bhis subsection strikes out, paragraph (3) of Section 123(a) of
1e Aot. T =

Paragraph (3) of Section 123(a) imposes a penafty upon any local
governinent for failure to give assurdhees to the Secretary of the
ﬁ‘rensury that it will nse mnouptg deposited in its trust fumd (includ-
ing interest-carned thereon) during an entitlement period onhy for
the priority expenditures enumerated in Section 108(a) of the Act.
. I'nder this penalty, 110 percent of any amount expended out of a local

rovernment’s trust fund in violation of aragmpﬁ (3) of Section 123

l(n)‘ must be paid to the Secretary of tﬁe Treasury unless-corrective

action' is taken by the government in question, which amount shall

- then be deposited in the general fund of the U.S. Treasury. This sub-
section represents a conforming,amendimnent to eliminate this penalty )
provision. - o ' -

Section j—Flimination of Prohibition on U'sc of Funds For Match-

. g . . "
(u{v This subsection strikes out Section 104 which proltibits State
and’local govermnents from- using any part of the funds they receive
under the Act, dirvetly or indir(wﬁy, to match Fedéral grants received
under othemprograms.
(b) Section 104 (b) authorizes repayment, or the withholding by
the Secretary of the Treasury.from State or local units of governinent,

' of amounts équal to those used in violation of Section 104 (after
notice and opportunity for a hearing is granted to the government in
question), Sugsection (b) of Section 4 of the bill is a conforming
amendment to strike 104(b) from Section 143(a) of the Act which
gives State and local governments, after having received notice of
withholding of payments by the Secretary of the Treasury, the right -

. to file with a U.S. Court of Appeals petitioning for review of this
action by the Scerctary of the Treasury. Since Section 104 is stricken
from this legislation, there is no longer any need for this provision. "-

Scetion 5—Abolition of the Trust Fund-Concept ,

Amendments made by Sectton 5 of the hill delete the concept of a

" Staterand Local Fiscal. Assistance Trust Fund for the Act. The Trust

Fund concept is unnecessary and superfluous to the Act and creates

the impression that revenue sharing funds are somehow segregated
- from other fundsin the Treasury. The elimination of references to the

Trust Fund does not affect the operation of the program. .
e Section 6: ~

(a) Lrtonsion of Program and Funding.

Section 105 of the Act provided $30.2 billion in permanent appro-
priations to the State and Local Government Fiseal Assistance Trust
Fund for payments to State and local governmentsaduring the five- -
?I(‘m' initial life of the program from January 1, 1972 through Decem-
“her 31, 1976, Bection G(a) amends Seetion 105 to authorize $24.955
billion in appropriations to finance a 334 vears extension of this pro-
gram as an “entitlement™ program. The extension runs from Janu-
ary 1,1977 to September 30, 1980, ' .

& «Subsection (c) of Section 105 is redesignated (d). This subsection'
authorizes that transfers be made from time to time by the Secretary :
of the Treasury to the general fund of the Treasury any funds appro- .
priated which he determines will not be needed to make pavments®

v
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»sharmg ram, » .

A ey Bu ssection (¢) is inserted after subsection () of Section 105
whichUs designated ~Authorizations of Approprimitons for Entitle
ments Fhis new subsection contains the following authorization of
amounts to be uppropriated to pay entitlements to qualifying State

and lochl governments during this extension period:

to Stut,o;g;%ormnema and units of local government under the revenue
pr '

duthorizations of appropriations for cnlitlements
!
In General: .
For the period beginning Jan. 1, 1077 and ending Sept. 30,

MWTT ool T gy $4, 087, 500, 000
For each of the fiscul yenrs beginning Oct. 1, 1077, Oct. 1, .

1078 and Oct. 1, 1079 $(S,U.‘:(),00(},000.’ _____________________ 19, 950, 000.‘000

SUbtOtal - o e e e ———————— 24, 937, 500. 000

Noncontiguonus State adjustment amounts ( Alaska und Hawali) @
For the period beginning Jan. 1, 1977 and ending Sept. 30,

. 10TT oo e e 3, 5475, 080
For each of tbe fiscal years beginning Oct. 1, 1977, Oct. 1,

1978 and Oct. 1, 1979, $4,780,000_--__ s 14, 340, 000

Subtotal noncontiguous States adjustment amounts._____ 17, 925, 0060

Total authorization of appropriations for the perfod from N

Jan, 1, 1077, through Sept. 30, 1980 o oo o . 24, 955, 425, 000

* Subseetion (¢) (1) (B) contains a provision to conform this section
to section 15 of the bill which ereates a new subtitld . The con-
forming exception provides that sums authorized as an entitlement
under subsection (¢)(1Y(B) in excess of the amount specified in
“section 163(a) (1) or (2) shall be distributed under subtitle 1) as
~ an entitlement. This will result in the distribution of $562.500.000
o of the $24.955423.000 heing available for distribution under sub-

title 1),
b Neetion 6(h) amends Section 105, “Allocation Among States” as
. follows:
= Paragraphs (1), (2), and (3) of Section 6(b) are confornming

amendments to insire that amonnts authorized by subseetion (a) will
be distributed as entitlements of States and loeal governments and
provides that distribution will be based on the @mounts authofized,
not on the amount appropriated. This necessarily implies that appro-
printionks must equal authorizations. As a result the entitlement system
‘ wonld appear to he spending authority within the nieaning of Seetion
401e 2(e) of the Congresgional Budget et of 1974
Seetion G(H) (4) amends Seetion 107 (hY of the Aet by redesignyting
. parneraphs (6) and (7). as paragraphs (7) and (R) respectively,
and by inverting o new pagraph (61 whicl containg the following
gpecial rde which apnlics to the first nine months of the extension
period Clannary 11977 throngh September 36, 1077) :
CTnder Seetion 107(h) »a Stafe mav receive the full amount allo-
cable to it for an entitlement period beginning after June 30, 1973
onlv if it distributes as mueh to its local governments in the aggre-
gate from its own sources, on the average during that entitlement

23
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period ahd- immediately preceding entitlement period as it did in
fiseal year 1972.” 1'With respect to the nine-month entitiement period
beginning January 1, 1977, the aggregate amount taken into accouht
for the preceding entitlement period and for the fiscal year 1972
shall be three-fourths of the amounts which (except for this.para”
graph) would be taken into account. : : , ’

Section 6(b) (5) amends Section 108(b) (8) (D) of the Act to reduce
the %200 de minimis provisions to $150 for a nine-month entitlement
period. Under the 1972 Act a local government below the level of
county government must be entitled to receive a minimum of $200
during a one-year entitlement period in order to reccive funds under
this Act. In those instances where a local government’s allocation is
less than this amount, its allotment ig added to that of the county
%o'vernment in the comnty area in which the locdl government is
located. This amendment shnply reduces proportionately the amount
imposed by the deminimis rule for'a shorterentitlement period.

Section 6(13) (6) amends Seetion® 108(c) ¢1) (C) whiel® permits a

State to adopt an alternative formula for distribution ofthese funds

among county areas and among other local governing units (pther than
county governments) within the State. The eirrent law permits a
State to change the Acet’s bagie formula only once during the five-year
life of the program. This amendment simply extendsithis provisioy to
: . . PPN PN f

tho gnd of the proposed extension period (September. 30 X1980).

, Section (i(b)_(.?'; amends Scetion 141 () of the Aet’which Tlines
entitlement periods to add the following new entitlement periods: for

K

the period from January 1, 1077 through September” 30, 1977 and for

cach of the fiscal years beginning Octobtr 1, 1977, October 1, 1978 and
October 1, 1974, ' .

- Nection 7.-- Maintenance of Effort; Change of Base Yiar T

meotion 7(a) (1) amends Section 107 (b) (1) of the Act to extend

- fipplieabilivy of the provision whieh anthorizes a*rediction in n State

government'$ allotment which fails to maintain transfers out of its
own sources to lbenl governments within its houndary to entitlement

})oriods which begin op or after January 1, 1977. Under the existing:
aw this provision applieg to entitlement periods, which begin on or

after January 1, 1973, . - o

Section T(a) (2) strikes outt elause B-of Section 107(b?(1) and

inserts a new clanse whicl ehaniges the base vear which is used todétei-

mine. whether a State government has failed to comply with the

maintenance-of-effort provision. The new clause B substitutes the

fistal year 1976, or the most recent, one-year period for which similar

- nggregate amounts are available, for the base year of fiscal yoear 1972

)
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which is given inthe present Act. ~

(b) ‘This provision amends "Section 107(b)(2) which permits an . .

adjustment to be made in tdie amount, which 4 State must transfer to
its lacal governments in those instances where a State assumes respon-
sibility for a part or all‘of a category of expenditure which, prior to
July 1, 1972, was carried on by it8 local governments, This amendment

—

... 10.8. Congress. Joint Commitee on Internal Revenue Taxitign. General exp!nnntioi: of’
the State and Loen) Fiscal Assistance Act and the Federal-State ' Coltection Act of 1972
= (H.R. 14370, 9259Congress, Puble Law 92-512). Washington, U.8."Qovt. Print. Off., Febru-

ary 12, 1973, p. 29.
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would change the base yeur referred to in this paragraph to eonform ta
_ the #mendment offered in Section 7(a) (2) of this bill (which changres
« the base vear from the fisenl vear 1072 to the fiscal year 1976, or the
. most recent one-yenr period for which data are available).
Section 8- Definition of Unit of Local Government e 7 )
This section afiends Seetion 108 () (1) of the Act to redefine units
o of loeal government whick qualify for payments under this Act to
+ inchule the following: the governtnent of a pounty, municipality or
township whieh is a unit of genera] overnment (as determined by
the Bureau of the Census for general statistical purposes).
Furthermore, such local governments must meet the following re-
quirements with respect to entitlement periods”which begin on or after
3)(1()1)91‘ 1.1977: At least 10 percent of their total expenditures (exlud:
ing those for general #nd financial administration and for property tax
assessiment) during the most. recent fiseal year, must have geen utilisz
for dach of two of any of fhe fourteen public services enumerated
below. Exempt from this provision are governmental units which sub-
stantially perform four or more of such services for their citizens.
Furthermore, such local governments must imposé taxes or receive.
intereovernmental transfer payments which are utilized by them for
sub~tantial performance of at least two of the fourteen public service
categories. 1!’or purposes of this legislation, a governmental unit is con-
. “sidered to beimposing taxes evem though they are collected by another
governmental entity from the same geographic area served by that
unit. if they are transferred to that local government. ,

The fourteen public seyvice categories enumerated in this section
are as ‘follows: . C . 5
. () police protection: . .

(1) courts and corrections;

(C) fire protection: v

(1)) health services: ’ ’

“(E) social services for the poor or aged;

(F') public recreation; . *

“(3) publiclibraties - T e

(}) zoning or land use planning; o e

(1) sewerage disposal or water supplly; -~

(.1) solid waste disposal; :

(K3 pollution abatement;

(I, toad or street construetion-and maintenance;

(M) mass transportation; an

(N} edneation. .o .

This section continues the practice of existing law by including in
its definition of Tocal government, the recognized governing hody of
an Indian tribd-or Alaskan native villagp (except for parposes of
paragraphs (1), (2), (3), (5), (6) (C) and (D). of subsecfion (b) and
of subsection (¢) of Section (108)) which performs sulfstantial gov-
ernmental functions, - , '

Omitted from this definition are single-purpose unitg of local gov-
ernment which currently receive funds under the Act.

n
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RNI1ZATION - BECTION BY JBECTION - '
. . ¢ . P . -
o Rection 9" I his foction idids @ new Section” 120 1o Subtitle 13 of Title [
of the slgf
Section 120, entitled Modernization of. (1()\(‘J1Ull(‘u]/l(({IHI(‘H cach
state to submit to the Sec retary of the Treasury an annual repprt des
voserihing steps the state has tnken to aehiove the gonl o this section.
UThe «v(ml is that ench state develop a master. plan and thoetable for
lll()(l('lnl/lll" anelrevitalizing sthte and local governments,

¢

I the governor.of the gtate prepares a ‘proposed nmster plan and

tlm(‘tnblv he must atlow 120 daws for comment to vlupfw before sub-
» \nal master plan to the state legislafure. “T'he state legis-

st decide whether or not the hnuf.‘plnn and timejable will

be submitted{o the Secpetary of the Treasury. A proposed master plan

and timetable\is not required nor ix the submission of the final plun or
timetable to thSecretary required, The Sectetary must only recowe
reports on the steps taken to develop tfe phon and timetable.

Seetion 120 comtains a listing of broad eriterina which may be ut llm‘b
by the state in (l(‘\ol()pln;,: the contents of the plan and timetable if th
state so desires. The Section ulso contains a listing of suggested meth-
ods the state mayidesire to utilizq in discussing thg etfectiveness, econ-

c . mn), and equity of the state and b wpal governmen the master plan.
’ Section 120 requiipes the Socwtmv of the Treasury to a%uully' r'(i
porg to Congress on t?pmg ess made by eagh state in gevetoping and-

mp mrr(‘ntlng aamastef plan and timetahle and make recommendations
. concérning-the encopfagement of each gjate to develop a_aster plan
and timetable. ‘

4 Y r-/r'ofl} 10w &tla(lL /’ruhupu/mu /a,'/

Seotton 10(a) - 3*13
l his siibsection amends Sectibn 121 of llmﬂ\d in its (‘ngarxt)
‘ : Provisions contained in this scetioh would impose new requirements
B T s ognoreéiplent governments in reporting to their Wnstmmnla f&rolmwd
. or actualuses of funds received nnder this Aet. ggﬁ%v

The proposed use (desumatec'l planned use in he 1‘)72 Acet) and the
"« actual-use report provisions are reversed in their order of pn'sontat,lon

. in tlna settion and contain the folowing requirements: .

) Reports on Proposed Use, of lwuuL- State and local govern-
m(-nls which expect to receive funds under this Act are required to sub-
mit proposed use veports to the Secretary of the Treasury for entifle-
ment. periods- which begin-on or after January 1. 17T The contents
#»f sue fl

(montq whieh expeet fo receive funds must not only report how théy
expect to spend their allotments. but they must also provide coprpara-
tive data o the use made of thy funds received during the-fwo im-
mediately precéding entittement periods. (2) Sueh repopt@i@ist also
Dudget, (3) Furthermore, they nst also indicate wheTher the pro-
posed use will be spent for a new activify. to ex
existing actipity, or for tax stabilizition or re

(b) R(‘pn ts on Use of Funds - This ay
pands the e¢ntents of actual’ u\g{u ports

jports:

on. ‘

°
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L 8 Ny IR ¢ 5 !
. : . . 26 . . . P

P ¢

. ' recipient governments to the Secretary of the Treasury in the follow-
©ing ways: (1) Recipicut.goyernments are required to make such reports
_ available to the publié for inspection and reproduction, (2) In addi-

“tion to reporting-fiow theiy agliptments have been-spent m“B'Bllgntfad,
they must als6 report how they have been approprifited by the recip-
ient. (3)-As with the proposed use report, they are required to show

" the relationship of these flljmds to the relevant functional items 1n the

" recipient government’s budget. (4) Furthermore, they must explain all

" differences between how they had proposed to use the funds and how

they weie.actually spent during ah entitlement pdriod. - :

+ - (c) Public Hearings Required—This is a new subsection which 1

o 4designed.to assure that citizens will' have a’greatér input in decidjon-

making with respect to uses made of these funds by recipient govern-
ments. It requires State and locat government regipients, prior to pub-.
lication of proposed use reports and priof to-adoption of their budget,

. tohold the following heatings: - oo , .
~ (1) Préreport hearing.—Each State and local unit.of government
which expects toreceive funds undér this Act is required, with respect
. to entitlement periods which begin on or after January 1, 1977,"and
« . after adequate public notice is given, to htld at'least orie public hearing
during which citizens are to be given an opportuhity to make recem-
mendations regarding possible uses which may be made of their gov-
erninent’s allotinent of these funds. Such a hearing must be held at

. least seven calendar days before submission of the proposed use report. .

- An additional provision is inserted which permits governing units.to

+_waive this requirement, in whole or in part, in accordance with regula-

’ “ tions prescribed by the'Secretary of the Treasury if the cost of such a-
hearing is high %n gelation to t%e amount of funds it receives. Thus v
this provision waives this requiremént for those governmentdl units -
whih. recéive relatively small amonnts under this legislation. . -
- (2) Prebudget hearing—Recipibnt ‘governiments, with respect &40
. entitlement periggls which begin on or"after January 1, 1977, are re-
. quired to hold at least one public hearing during which their citizens
. may presgnt written or oral comments and may submit questions ‘con- -
~ cerning the proposed use of furids received under this Act and the .
relationship of siich funds to the entire hudget of the recipient gov-

.o ernment. Siich hearings must be held not Jess than seven calendar days

before adoption of the budget. It is réquired that they be held at a

place an'd at a tije which would encourage public’attendance and par-

. ticipatiop. . o, R : o -

' (3) Waiver—Provision is made for-the waiver of paragraph (1)

* or (2) ip eertain cases where compliance would be-prohibitively costly

or fneompatible with local 1aw. NN o~

() Notification and Publicity of Public Hearings; Access to Butlg- - .
et. Summary and Propgsed and Actudl Use Reports—This subsecfion
expands the provisions of Section 121{(c) of the existing law which

o sets forth requirements for newspaper publication angepublicity. of

planned and actual use reports. I'nder this amending legisjation State

a and local governmients which expect to receive funds undefthe Act are
'subicet to the following requirements with respect to entitlement pe- .

- riods which begin on or after Jannary 1, 1977

‘
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(A) Thirty days befote the ptre-budget he&ringuthorized in sub-
section (c) (2), they must publish in at least one newspaper of general
circulation; the proposed use report which is required under sabsection  *
(a) along with a summatien of theit proposed budget and notification
of the'time and place where the pre-budget hearing will be held. They !
must also make available for inspection and reproduction by the public,

«" - coples of the proposed use report, the narrative summary explaining
the proposed budget, and a copy of the government’s oflicial budget
= document. Provision is also made that the requirements for publication’
' of the proposed use reports aund, the narrative summaries may be
y wm,vad an whole of-part, in aceordance with regulations of the Secre-
tary of the Tréasury where the publication costs would be burdensome
in relation to the amount of funds a State or local unit of government
would receive, or where such publication is otherwise impractical or
- not feasible. Such documents are to be made ayailable gt principal
State and Yocal government offices or at public libraries. ° ‘
(B) Within 30 days after adoptioh of its budget, State'and local _ .
. » recipient governments are required to publish conspicuously in at
least one newspaper of general circulation an explanation of its official
budget, including changes made from the proposed budget and the
relationship of tﬁe use of funds under this Act to the relevant func-
tional items in such budget. Itis also requited that this summary shall
be made available for inspection and reproduction by the public at
principal State and local of%i(tos or at public libraries, :
{(e) This is a new subsection which requires that copies of the pro-
& posed use and actualuse reports filed wit?n the Secretary of the Treas-
ury by recipient governments shall be furnished by the Secretary of
. the Treasury to the Governor of the State in which the unit of govern- »
- ment is located. Such, reports are to be in such manner or fonm as the
Sceretary of the Treasury may prescribeby rggulation.
(f) This is a gew snbsection requiring that the proposed use report
be filed-awith the area-wide organization in the metropolitan area which

=" is formally charged with carrying out the provisions of section 204 of °

the Demonstration Cities and Metropolitan Development Act of 1966,
“dection 401 of the Intergovernmental Céoperation Act of 1968, or
Seetion 302 of the IHousing and Community Development "Act of 1974,

Section 106b)

This subsection amends Section 123 of the Act by adding at the
end. the following new subsection (d) which authorizes the Secretary
- of the Treasury to include in his annual report submitted to Congress
on the implementation and administration of the Act a comprehensive
- and detailed analysisof the following: _ -
(d) (1) Mcasnrés taken to comply with Section 122. thé nondis-
. ecrimination provision. including a description of the nature and the
. oxtent of any noncompliance and the status of adl pending complaints;
(2) Tlhe extent to which citizens have become involved in decision-
making with respect to use of funds made available to recipient
. jnrisdicétions; ., ; T — -
(3) The extent to which recipient jurisdictions have complied with
Section 123, including a description &\the natyre and extent of any
noncgmpliance and of menasures taken to-ensure the independence
of audits conducted pursuant to subsection (&) ;.

«
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(4) The mapner in which the flmds;gtstributed have been used,
including the net fiscal impact, if any, 1 recipient jurisdictions;
(5) Significant problems which have arisen in the administration of |
the -Aet and proposals to remedy such problems through legislation.
A further provision is inserted which would amend Seetion 105 (a)
(2) to provide that the date when the Secretary of the Treasury is
required to submit an annual report to Congress on the operation of the
trust fund and on other aspects of this program is changed from
- March 1 to January 15 of each year. '
Séction | 1—Nondiscrimination ehfercoment . ' .
. , - ' T
- Seciion 11(a) T
"This subsection amends Section 122 of the Act in its éntirety.
This Bill prevides that no person is to be excluded from participation
+in, be denied the benefits of, ot be subjected to discrimination under
any program or activity of a recipient government on the basis of race, .
color, réligion, sex, natiohal origin, age, or handicapped status. - .
The prohibition agathst diserimination is strengthened in five major
- ways. II;irst, the Bill requires that all activities of a recipient govern-
“ ment be free from discrimination, not only activities which are funded
_ with shared revenue. However, this provision dbes not apply if a
. ‘fecipient government can prove, by “clear and convincing evidence,”
that the activities alleged to be discriminatory are not funded by
shared revenucs. Second, to the prohibition is enlarged to include
a prohibition of discrimination based on religion, age, and hiydicapped .
~ status in addition to race, color. national origin and sex in thy present
Act. Third, the Secretary of the Tregsury is directed to takeeertain
steps, which may result in the suspension or termination of pirypents,
to enforce the nondiscrimination provisions. Fourth, the filing of*a
lawsuit by the Attorney General alleging a pattern or practice of
gro‘hibited discrimination can result in the suspension of Revenue .
Sharing payments. Fifth, the Secretary of the Treasury is requirél
to enter into cooperative agreements with federal and state agenries
- providing for the coordination and the sharing of civil rights perséhnel
| « and resources. -
The Secretary mnst send out’ noncompliance notices after any
Federa) or State court or Federal or State administrative agency has
found hat a recipient government has eﬂ%aged in a_pattern or prac-

tice of prohibiting diserimination. In order for a Federal or State

agency fidding to trigger notice by the Secretary. the agency must "

have provided the respondent with adequate notice and op ortunity

for a hearing in accordance with comparable provisions of the .\d-
ministrative Procedures Act. The noncompliance notice must besstnt
;  within ten days after publication of, or receipt of notice of, the court

or agency findings, of prohibited discrimination.

A noncompliance notice must alse be issued whenever a thwm;{(l,
Treasury investigation (which must include an opportunity for the
- recipient to make a submission of documents) leads tp a determination
| of_ (fi‘scriminati‘on. This notice must be sent within 10 days after a
| Treasury determination of noncompliance.

A ninety-day period automatically beging to run from the date =
the noncompliance notice is issued. At the end 6f that period, if

o . j
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neither voluntary compliance nor a compliance agreement have been
achieved, or preliminary relief has not been graited, entitlement pay- )
ments to the reeipient government are to be suspended.

The right to a preliminary hearing for the f)urpose of deferring
the suspension of funds applies to those cdses where a noncompliance
notice was based upon a Treasury investigation. In all other cases,

anoncompliance notices are ‘triggered only aftér courts and agencies

have already afforded.the recipient ‘government an opportunity for
a hearing on the discrimination charge.

The suspension is effective for no longer than 120 days, or if there
is a compliance hearing, no lenger than 30 days ufter the conclusion
of the hearing. The suspension will be lifted and payments resumed
after the recipient jurisdiction enters into a comphange agreement

approved My the Sccretary and the Attorney General or after the .

government comes into full compliance with a final order or judgment
of a federal or state court or is otherwise found to be in compliance
by such a court. Flowever, in the case of compliance with a fina order,

puyments are not to be resumed unless the final order or judgmeng .

* complied with addresses all matters raised in the mnoncompliance noticey

issued by the Secretary. ‘ . ‘

The Bill allows the recipient government to obtain a hearing
on the merits at anytime after it receives the noncompliance noticg
and before the end of the 210th dayv following such notice. This com-
plinnce,,hearin% must commence within 30 days after the request is
made and the Secretary must make a finding as to whether the re-
cipient is in compliance with the nondiscrimipation rovistons, within
30 davs after the conclusion of the nonddmpliance hearing. =~ *

If the Secretary finds that the recipient is in compliance, any sus-
pended funds shall be_released and future payments made. 1f the
Secretary determines that the jurisdiction™is not in, compliance,
Treasury is required to terminate -the payment of revenue sharing
funds and to notifyv the Attorney General n order that the Attorney
(fenéral may institute an appropriate civil action. The Secretary may
also seck repayment of revenue sharing funds if appropriate.

The Secretary must make a determination of compliance or non-
compliance in all cases. If no compliance hearing is held, these de-
terminations must be made by the 210th’ day after the issuance of
the noncompliance notice. Jf the recipient government has been
aggrieved by the Secretary’s determination that government may
seek judicial review of*the finding pursuant to Section 143 of the Act.

Revenue sharing funds are to be #vithheld upon the filing of a law- .

suit by the Attorney General alleging that @ recipient government
has engaged in a pattern or practice of discriminatory conduct on
the basis of race, color, religion, sex, natienal origin, age, or handi-
capped status. A 45-day W&itinmd begins after the filing of the
suit. During the 45-day period, either party can obtain preliminary
relief ordering the deferral of the suspension. Otherwise, suspension
remains effective until the court orders suspended payments, to be
released and further payments to be paid. '

The Bill requires the Secretary to enter 1ntomc00pemtive-ngreemenés
with appropriate state agencies and with other federal agencies. The

_ agreement must provide for the sharing of civil rights enforcement-

.
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ﬁ‘&'&;()ﬂnol and respurces and requirve that the Attorney General im-

medrmtely potify §he Seeretary of any lawsuits alleging a pattern or

C praetice of discrinjination instituted angainst a recipient government.
Sarh’ohrll(b) ,

Thrs subsection ladds a mew seetion 124 and a new section, 125 1o

‘ Subtitle B of Title!t of thet“Act. ’ ;

Section 124, entitled “Cpmplaints and Complianep Review,” man-

dates'the Secretary of the 'Treasur "to’ promulgate regulations estab-
lishing reasonable time limits within which the Treasury anel cooper-
iting agencies must respond to a complainant alleging prohibited .
discrimination in a recipent governineht.,The regulations must in-

*  clude, but are not 0Ii»mited to,-time limits for instituting an investi-
gation, making a determination of alleged discrimination and advis-
Ing the complainant of the status of the complaint. The regufations
must also establish time limit4 within which the Secrctary must con-
duct audits and reviews of the compliance activities of tecipient gov-
ermnents. . 0, !

Section 125-—"Private Civil Actions” allows a court to grant rea- -

-sonable attorney fees to a prevailing plaintiff in a lawsuit enforcing '
the Act. The Section also allows the Attorney General to intervene

in any lawsuit of general public’importance enforcing the Act aned I
provides tha United States shall be entitled to the same relief as T
had instituted the action: * : / - o

' . ) o8 . . N L i
Section 18— Auditing and Accounting vl

Subsection (a; is a conforming amendinent to change the language
of section 123 (a) (5) (A), which relates to the reqnirement that State
and local governments, in order to qualify for payments under this
- Act, yse certain fiscal, accounting and auditingqgrocedures. Under
- this-amendment the language is changed to conform with amend-
“ments which are made to Section 123(c) under Section 10(b) of thig
bill. _—
Subsection (b) amends Section 123 (c) as follows: - /
(1) In general—This provision is the same as that provided in
section 123 (c) (1) exce{)t that it specifically states that the Secretary
of the Treasury is authorized to accept an audit by a State or local-
unit of government of funds they neceive underé}us Act-if he deter-
mines that their audit procedures are reliable. Under the 1972 law,
only State governments are authorized to make an audit of both
State and local government expenditures for submission to the Secre-
tary of the Treasury. Furthermore, under this amendment, such audits
are to be conducted in conipliance with a new paragraph (2) relating -
to independent audits. ' - .
(2) Independent saudits—This new paragraph is inserted which
authorizes the Secretary of the Treasury to promulgate no later than
March 31, 1977, regulations which require State and local government
recipients to conduct an independent audit of their finances during
cach fiscal year. Such regulations shall also include a provision which
permits more simplified procedures or less frequent audits for those
* governmental units where the cost of such may be unreasonably
' burdensome in comparison to the amount, of allotment they receive. -

-
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Thesa r(,f.{u]ull(ms shall providé further (It ‘.n( I fadit reports s]m]l
he nnu]o available to the publice. .
(3) Comptroller Géneral shall revicnr (I)III///I(IIU{ —This provision
remaing unchanged exceept that 1t is changed tmm pnmgruph (2) to
paragraph (3). .

SECTION BY SECTION=-DAVIS BACON ACT
\'r'/. fion 1.3 s Y
_This section amends Seetion 123(a) (6) Jof thetAet in its vntnoty
“Ihe Bill provides thata rec iplent government must assure the.Sec-
retary of the Treasury that all’ ]ubmors and mechanies employved in
“the performaney of work on any construction project financed witly
shared revenug will be paid wages at rates not less than those pre-
vailing on similar construction projects in the boeality in accordance
Ath the Davis Bacon Act as anended, and that with respect to these
lahor gtandards, the Seeretary of Labor shall act in accordance witly. .,
I(omg‘ml/ﬂuum Plan Numberpd 1t of 1950 and Section 2 of the Act
of June 13, 1934, as amended. )
The Bill broadens the coverage of the Davis Bacon Act to mclude
construction gxojocts financed with 25 percent or less shared revenue
and to include temporary employees of recipient governments. An
express exemption exists for regular or pmmanent omp]oyees of reetp-
ient governiments, -

" Section 14— Prohibition of Use for Lobbying Purposes

Section, 123 of the Act is amended by #dding at the end a new sub-
section which prohibity any Staté or local government recipient from
using, directly or indirectly, any part of its allocation of funds received
under this Act for lobbyng activities which are for the purpose of
influeneing legislation ro]ntmu to provisions of this Act

Nection ].J——,Suppl(’mcnfal Fiscal Assistance
This section adds a new Subtitle 1D, Supplomenm] Fiscal Assnstance

Section 161—Short Title

This subtitle’is cited as the Supplemental I? iscal Assistance Act of
1976, . _ .

Section162—Payments to State and Local (’overnmﬂnfs

Fach Stafe and local government, is to be {)md by the Secretary of
the Treasury, out of amounts appropriated under this subtitle, dn
amount determined by the allocation procedures under Section 164
for each entitlement period. Payments are to be made in installments,,
but not fess often than once each quarter. Payments are to be made
not later than five days after the close of each quarter, and may be
made’on the basis of estimates. Whenever a State or local government
has been over- or underpaid, adjustments are requxred

Section 163—Authorizations -

Any funds that Congress deems necessary to adequately fund the,
Supplemental Fiscal Assmtance program are authorized for appro-
priation for each entitlement period beginning on or after January 1,
1977 however, there will be no authorwutlon for any entitlenient

>
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seriod unless funds provided under Section 105(c) (1) equals: (1)
&I.ST."),O()().U()U for the exfitlement period January 1, 1977, through’
September 30, 1977, or (2) $6,500,000,000 for any 12-month entitle-
ment period thereafter. Any funds authorized in excess of these
amounts under Section 105(¢) (1) must be distributed as an entitle-
ment in aecordance with this subtitle. Any additional funds for distri-
bution under ¢he provisions of subtitle. D must be appropriated in
acgordance with the nuthorization provision in section 163 (b).

——— Section 164=-Fligibility ; Determination of Amount of Payments-

(a) No State or local government is eligible to receive any payments

under this subtitle unless its entitlement under Sectioﬁﬁgﬁl,,aﬁﬁll{é»‘?
-oxceeds its entitlement urder Section 107-0r-108.-Tn<othiér words, each
government“will receive an amount W}Tﬁg is at least equal to the
amount provitled by Section 107 or 108. :
(b) Subject to the eligibility provision of subsection (a), each State
and local government wi)l be paid the amount by wj its entitle-
ment under Section.167 or 188 exceéds its entitlemefit under Segtion
107 or 10n nnless ntfeeted by (c¢) ﬁl) or (2) which follows.
(¢) (1) If the amount available under Section 163(a) and (b) for
any entitlement period for making payments under ‘this Subbi
not sufficient to pay the tetal incremental amounts, therr each” pay- -
“ment for that period would be ratably reduced. If, after payments
.have beerr ratably reduced, additional funds become available gg?anv
entitlement period, the reduted payments must be ratably inzreased.
i (c) (2) If the payment to any local government, other than a county
y government, is %ess than $2,500 ($1,875 for a 9-month entitlement’
period ) or is waived for any entitlement period, then in lieu of being
. paid to the local unit, the amount will be added to and will become
part of the paymcnt of the county government. ‘ , '

t“'&f”cﬁon‘fo*ﬁiﬂrz?mvf Pundy  * e
(a). Any funds appropriatéd pursuant to Section 163(f) are to
remain avgilable without fiscal year limitationand are to be used only

- for payments to State and local governments eligible to receive pay- - ‘

ments nnder this subtitle. ?y January 15 of each year, the Treasury
Sceretary mnst report to Congress on the- operations and payments
. under this subtitle. - . ' ) ,

(b) Appropriated amounts not used for payments to State and local

governments nre to be transferredito the general fund of the Treasury.

Section 166—Computation of Allocation Among States .

~ et Pt

e

a

“The amount authorized under Section 105(c) (1) is’to be allocated
among the Sfates for each entitlement period as follows:
. () Allocation on the bagis of income factor : Forty percent is to be
- distributed acgording to a formula which multiplies the population of
cach State by the income factor of tirat State. The formula then com-
_pares the resulting ptoduct for’a State with the sum of the products
-« " similarly determined for all States.
’ -(b) Allocatign 'on the basis of tax effort factor: Sixty percent is to
be distributed according to a formula which allocates Among the States .
in the same proportion as the amount allocated to eacli State under
subsection (¢) bears to'the sum of the amounts allocated to all States.

33 -
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(® (1) For purposes of subsection (f) the amounts allocated to a

State under this subsection shonld he determined-under paragraph (2)
“or' (3), whichever allocates the higher amount. '

(2) CGieneral Tax Effort Amount: The amount allocated to a State
under this paragraph would he determined by a formula which multi- )
slies State population by the State general tax effort factor. ’l_'he_ s

e formula then compares the resulting preduct for a State with sum of
the products siilarly determined for all States.
(3) Income Tax Effort Amount: The amount allpcated to a State
. under this paFigiapli’woild be determined by a formula which multi-
L plics Mfate population hy the State income tax cffort factor. The for-
mula then compares the resulting product for a State with the sum of
tho products similarly determiqegé for all States. :

Seetion 167--F ntitlementsof State Governments

(a) Division between State and local governments. Each State
government 1s entitled to receive one-third of the amount allocated to
the State area for each entitlement period. The.remaining two-thirds .
‘of the srnount alloeated to the State area is to be allocated among local
units of government as deseribed in Section 168. . :

(b) State must maintain transfers to local governments.

(1) Each State government must continue to use its own fuunds to
assist all units of local goyernment within the State to the same extent,
that had heen doni preyiously. Accordingly, g State government may
“redeive its total entitlenent for the peridd beginning on or after Janu-
arv 1, 1977, only if 4t distributes as.nmich to its-local governments in

Pthe aggregate from.its own sourees, err the average during that entitle-
. ment, pertod and the immediately preceding entitlement period, as it
did 1n the one-year period beginning July 1, 1975, or, until data on
this period are available, the most recent one-year period. If if fails to
. “do s0,’the State’s entitlement will be reduced by the amos
tion in its aid to local governments. Any reduetion is to
distribution by the Stateto its local governments for thal
" (2) When a State has assumed responsibility for a categoiy of ex-
penditures which was the responsibility of its local governments prior
to January 1, 1977, the amount it must distribute to its local govern- '
ments may be reduced by an amount equal to the inéreased State spend-
ing out of its own sources for the assumed category. »
(3) When a State has conferred new taxing anthority on one or more
of its local governments after January 1, 1977, the amount it must dis-
tribute to its local governments may be reduced by an amount equgl-to
the greater amoungsf ecither (1) taxes colleeted wnder the now,tdxing
authority bv thefocal governments or (2) By the amount ¢f revenue
» loss to the Sefite by reason of the new taxing anthority conferred on
local gopefnments. If the new taxinig authority is merely an increase
in a_pfeviously anthorized tax, no amount can be treated as collected
hythe exereise of new taxing authority by local governments unless the
- ~Secretary of the Treasury determines that the State has decreased a
related State tax. o

(4) For the entitlement period January 1, 1977, through Septem-

her 30, 1977, the aggregate amounts taken into account’ under para-
. graph (1) will be three-fourths of the. amounts which would normally
- e taken into account. /

[ ¢
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(5) If the Secretary determihies that a State has not maintained its
effort and that o reduction in'its entitlement should be made, he must
give the State reasonable notice and opportunity for a hearing. After-
wards, if he continiies to believe that an entitlement reduction should
be made, he must determine the amount of such reductjon, notify ‘the
%oVernor of the State that the entitlement will be reduced becausé of
the State's failure to maintain its effort, and withhold from subsequent
payments an amount cqual to the reduction in the State’s maintenance
of effort. L

(8) After any judicial reviéw,under.Section 143, an amount equal to
the reduction of any State goverhment must be made available for dis- .
tribution to the Stated local governments in accordance with Section
168. If, because of the limits imposed By Section 168, any portion of
tge funds cannot be distributed to local governments, they wifl be trans-
férred to the general fund of the Treasury.

.Section 168—FEntitlements of Local Governments
(a((‘ Allocation among county areas: The two-thirds amonrt allo-
cated to a State’s local governments for any entitlement period will be
, further allocated among a State’s county.areas according to a formula
whieh multiplies county area population by the county area tgx effort
» » factor, by the county area income factor. %he formula then compares
the resulting product for a county area with the sum of the products
similarly determined for all county areas within a State. In other
_ words, ench county area share is determined by its relative standing
. among all county areas within a State on the basis of pbpulation, tax ¥

. effort, and income. LN o )
(b) Alloeation to county governments, municipalities, townships,
etc.: “

(1) County governments.—The funds allocated to a county area are
then allocated between the county government and the aggregate of .
other_general purpose local units in that county on the basis of their
relative adjusted taxes. .. o _ _

" (2) Other units of loeal government :—A fter the funds alloeated to
" a county area have been divided between a county government and
the other local units, the local government's share is divided among

" the eligible units of local government. according to the same three--.

. factor formnla that was used to distribute funds among county areas,
except that an individual governnient’s share is dependent, on its popu- -
lation, tax effort, and income in relation to thf‘e population, tax effort,
and income of all other eligible nnits within that particular county
areq. . '

(3) Township governments:—If one or more townships is located
in the county area, thenithese governments will be treated as localunits
of government for the purpose. of making the distribution described
in the preceding paragraph. C

(4) Indian triLos and Alaskan native villages:—If a State has an
Indian tribe or Alaskan native village with a recognized governing
body which performs substantial governmental functions, then before
the allogatfon imong county areas, as described in (a) above,each tribe
or village will be allocated a portion of the two-third local government -
share on the basis of the relative population.of that tribe or village
within the State’compared-to the population of the State asa whole. If

4
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such an allocation applies, the totul amount allocated to tribes and vil-
lages will bo subtracted from the local governments’ two-thirvds share.
I't the governing body of a tribe or village waives the entitlement for
any entitlement period, then the provisions of this paragraph are not
applicable resulting in the distribution of the waived amount among

. u{l other local governments within the State. : o
) (5) Rule for small units of govermmnent :—A special allocation rule
can be used for units of local government (other thang connty govern-
ment) whicli have a population not in excess of 500. If the Seeretary

"of the Treasury detormines that the data available forany entithement—

. period for such small units are not adéquate for the application of
the three-factor formula nused for distributiong to local governiments,
he may allocate funds to these governments on the basis of their popu- - *.
lation to the total population of all governments located in the county - -
~ - areg. If this provision applies to any county ared, the amount to be -

. allocated among other units of local government in that county area
for that entitlement period will be reduced accordingly.
(6) Entitlement,— ' g ~ .

(A) In generd —The entitlemnent of uny unit of local govern-

.~ . ment for any entitlement period is the amount allocated to it by

\ this subsection, except us provided by (B), (C), or (D) below.

(I3) Mazimum per capita entitlement.—The maximum liniita-

tion for any county firea or unit of local government (other than

a county government) in the Stategs 300 percent of the per capita

allocation to all local governments uf'the State.

- (C) Limitation.—A county or loeal gevernment may not ve-

~ ccive un allocation that exceeds 50 pefeent of its adjusted taxes
. plus intergovernmental transfers 6f revenue. i
\&;)) L'ntitlement less than 82,600, or governing body waives cn- - X

titlxnent. —1f any local government below the county government

level\receives an entitlement of less than $2,500 for any annual -~ -
entitlament period {$1,875 for a nine-month entitlement period)
or if the local government’s governing body waives its entitlement
for any\entitlement pefiod, then the amount of the entitlenient
- will beeotpe part of the county government’s entitlement in lien of

4 Deing paid to the local uhit. .

(7) .\({.j,ustm nt of Entitlement.— ) ‘
(A) In General—In adjusting the allocation of any county
area or localgovernment, the Secretary must make any adjust-
ment required by the 3009 constraint first, any adjustment re-

(uired by the 509 limitaton second, and any adjustinent required
by a waiver or the 2500 mintmumr payment third— - e e e

(B) Adjustment for application of magimum per capita en-
titlement.~ Tn the course of. making adjustinents to the allocations
of county arens or 1nits of Jocal governments under the miaxi;
mum condtraint provision, the Secvetary is to niake ddjustments
to the county areas before adjustments ave made to local units of
government within the connties,

(C) Adjustment for application of limitation.—If the Secre-
tary reduces the allocation to any unit of local government due to
application of the 50% constraint. the amount of that reduction
will be added to tlie allocation of the next higher level or govern-
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ment. In the case of a muncipal or township government, the
amount would go to the county government. In the case of a
county government, the wmount will go to the State government.

Section 169.~—~Definifions and Special Rules for Application of For-
mulas ’ ot

(r) (1) Populatign.—Population is to be determined on the same
basis as resident pepulation is determined by the Bareau of the Census

: generalstatidtical purposes. | :
(a) (2) Fzempt income.—Exempt income is to be one-fourth of the
“annual income designated by the Bureau.of the Census as the low- .
income-level for a family of four. ‘

(a) (3) Aggregate erempt inpome—Aggregate exempt iyome for
any unit of government is to%e the population of the go ermfent
times the exempt income g8 defined in paragraph{2) above.

(a) (4) Income,—Income. is to be total money. ifcome from all
sdurces, as determined by Census for general statistical purposes.

(n) (B) Dates t/'o"'r determining allocations and gntitlements—The -
“determination of allocations and entitlements for each entitlement
period must be made three full months preceding each entitlement
period, unless regulations provide otherwise. :

- (a) (8) Intergovernmental transfers,—An intergovernmental trams-
fer is an amount received from another government as a share in fi-
nancing or as reimbursement for the performance of governmental
functions. Only those items classified for general statistical purposes
by the Bureau of the Census as intergovernmental transfers will 'be -
considered. ' . -

(a) (7) Data used ; uniformity of data.— :

(A) The most recently available data provided by the Bureau
of the Census or the Commerce Department will be used for allo-
cation purposes, except as' provided in paragraph (B) which

_follows. T

(B) The Treasury Secretary ig authorized to use additional
data (including.data based on estimates) shen he determines
that data referred to in the abové paragraph do not reflect the
most recent developments or are .not comprehensive enough to

,~ provide for equitable allocations. Hle must issue the necessary

. regulations to carry out this provision. '

(b) Income factor—The income factor of a State, county area, or
Tocal government is a fraction. The numerator is composed of the
number of persons in families below’ the low-income level and the

number of unrelated individnals 65 vears old or over who are helow
the low-income level. Tn addition, the numerator also includes those
. persons in. families and unrelated individuals 65 years old or over
whose incomes are between 100 and 125% of the low-income level if
they reside in an urbanized area’s central city. The denominator is
composed of the number of persons in families and the number of un-
related individuals 65 years old and over regardless of their income
level. The terms used in this paragraph are defined in accordance
with definitions used by the Bureau of the Census for general statis-
tical purposes. - : ‘
(¢) General tax effort factor of States.—The general tax effort

B
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,factor for any State for any entitlenient period is defined as the net
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State and local tuxes collected durlng the most. recent reporting year
divided by the total money income less aggregate exempt income (de-
fined in subsection (a), paragraph (3) above) attributed to a State.

Tha State and Joeal tax used‘in the compuatation 6f a State’s general

tax effort factor are defined as the compulsory contributions exacted
by a State, local government, or any other political subdivision of a

State for public purposes as determined by the Bureau of the Census

for general statistical purposes. Ttems to be specifically excluded from
the State and local tax figure ave egiployer-cinployce assessments and
contributions to retirement angd social insurance systems and special
assessments for capital outlay. The State and local taxes to be taken
into aecount are those for the most recent year available from.the
Burcau of the Census before the close of an entitlement period.
(d) I'ncome tax collections of States—A State’s income tax collec-
tious for a1ty entitlement period are defined as the net amount col-
I(\('.tec?r'om the State individual incomie tax during the last calendar
vearAchich ended before the beginning ofan entitlement period. The

State individual income tax is defined as a tax imposed upon the in-

come of individuals by a State and, described under Section 164(a) (3)
of Title 26, United States Code, asa State income tax.

(e) Income tax effort factor.—The State income tax effort factor
for any entitlement period is described as the State’s income tax col-
leetions divided by total money income from all sources less aggregate
exeinpt income (defined in subsection (u), paragraph (3) above). *

(f) Tax effort factor.of a county area.—The tax effort factorof any
county area for any entitlement period is described as the adjusted
taxes of all governments within the county arca,divided by the greater-
of (1) aggregate income less aggregate exempt income attributable
to the county area, or (2) one-half of the county area’s aggregate
exempt income. . 4

(¢) Tax effort factor of aunit of local governament—The tax effort
factor of any unit of local government for any entitlement period is
deseribed as that government’s adjusted taxes divided by the greater
of (1) nggregate income less aggregate exempt income attributable to
the local government, or (2) one-half of the local government’s aggre-
gate exempt income. Adjusted taxes gre described in the same genergl
manner as the local taxes taken into account for purposes of determin-
ing the general tax effort of n State (deseribed above in (e)). Tow-
ever, in calculating adjusted taxes, that portion of the taxes properly
allocable to education expenses is specifically excluded.

In addition, where a county government exacts sales taxes within a
municipality and transfers part or all of those taxes to the municipal-
ity without specifying the purposes for which the municipality may
spend the revenues and the governor of the State notifies the Secretary

~of the Treasury that this is the ease, the transferred taxes are to be

treated as taxes of the municipalities and not ag taxes of the county

; governnent,

All payments received under this subtitle must be deposited in a '

trust fund established by the recipient. This is identical to the require-
ment imposed by Section 123(a) (1) of subtitle B.

D
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Section 16— ffeetive Date
This section provides that the amendments made by this bill shall
become effective at the close of December 31, 1976—the date when the
present program expires—with the fol]owmg exceptions
(1,) The provisions of Section 5, which relate to extension and inn(l
ing af the program. shallbecome effective on the date of enactment.
(7) The provisions of Section 7, which ained the definition of local
governments, shall become.effective at the close of September 30, 1J77

XIT. Cnaxcrs iy ExisriNe LA\) Mane By T Binn, As REPORTED .

In (()5111111'1119(' with'clause 3 of rule XITI of the Rules of the TTouse
of Representatives, changes in existinig law made by the bill, as, re-
potfted. are shown ge follows (exmtlng law pmposed to be omltted 18
enclosed in Dlack brackets. new matter is printed in italies, existing

law in which no change is proposed is shown in roman) :
& ’

Srare asn Locan Fracan AssisTaNce Act oF 1972

o

AN ACT to provide fiscal assistance to State and iocal governments, to authorize
I'ederal collection of State individual income taxes, and for other purposes

Be it cnacted by the Senate and Iouse of Ieepresentatives of the

United States of Amerwa in C’ongress assembled 8
TITLE I—FIS“CAL ASSISTANCE TO STATE AND LOCAL
. GOVER%}IMEI\TS

Subtitle, A—Allocatmn and Payment of Funds

SEG. 101. SHORT TITLE. ’

This title may be cited as the “State and Local Fiseal Assistance
A(‘t Qf 101_, .

SEC. 102, PAYMENTS TO STATE AND LOCAL GOVERNMENTS.
Except as otherwise provided in this title, the Secretary shall, for
cach entitlement period, pay Lout of the Trust Fund] to—

(1) each State governinent a total amount equal to the entitle-
ment of stich Statefgovernment determined unqler section 107 for
sueh period, and e,

(2) each unit of local government a total amount equal to the
ontlrh]*nwnt.of such unit determined under section 108 for sueh
])(‘I 14X . n

In the case of entitlement perinds ending after the date of the ennct-
ment of thisAet, such paviments shall be: ‘made in installments, but not
less often than onee for each quarter, and, in the case of qumtcx%
ending after, September 30, 1972, shall be paid not lafer than § days
after thv close of each quarter. Such payments for any entitlement

periodsmiay he initially made on the hasis of estimates. Proper adjust-

ment, shall hesmade in the anmorint of #hv. payment to a State govern-
ment .or 2 unit of local govérnment to the extent that the payments ,
previously made to such goverdment under this subtitle were n excess
of or less than the nmonnts reefinired to be paid.

Arunet providsd enc | »
FullText Provided by enic [
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* CSEC. 103, USE OF FUNDS BY LOCAL GOVERNMENTS FOR PRIORITY~
. EXPENDITURES. o , - ,
JL) TN Grserav--Funds received by units of local government
under this subtitle may be used only for priovity expenditures, For
- purpose~ of thix title, the term “priority ¥xpenditures, means only-—
- L1y ordinary and- neeessary maintenance and®operating ex-
. L penses fop- - ) \ .
e [(A) public safety (including law enfordement, fire pro-
teetion, and huilding code enforcement). «
, [(B) environmental protéction (including sewage disposal,
sanitation. and |m‘i]uti()n abuatement), ¢
. L) public transportation (including transit systems and
. . streets and roads), . N T
- L) health, ” R
. L) reereation, ) .
" (1) libraries, C .
Y . BEER
= o oG social services for the poor or aged, and
v LN finnm\iu] administration : angd’
[(2) ordinary and necessary capital expenditures guthorized by
Inw. - ’
L(b) Cerrirreares ny Locan Goverymests.—The Secretary is -
tharized to aceept a certification by the chief executive officer of a umt
of lgeal government that the unit of local governpient has nsed the’
funds received by it under this subtifle for an entitlement per}.od only
. for pridgrity expenditurde, unless-he determines that sueh certffieation”
i< not sifliciently reliable to enable him to earry out his duties nnder
this title, . :
[SEC. 104. PROIHBITION ON USE AS MATCHING FUNDS BY STATE OR
LOCAL GOVERNMENTS.
[ l.\Jdﬂ*‘..\'lik.\l.r@.}:x()“St:l“‘, govetnment or unit of local govern-
ment may uge. directly or indirectly, any part of the funds it receives
ander thie s'LlTT)\TiH(\ a3 a contribution for the purpose of obtaining Ired-
eral funds under any law of the Unitad States which réquires such
government to make g contribution in order to receive Fedéral funds. «
[(1) Derernxarions ny Secrerary oF e Treasvry.—If thg See-
retary has reazon to helieve.that a State government or unit of local,
government has used funds reeeived under this subtitle in violation of
- subsection (1), hét<hall give reasonsble notice and opportunity for ‘
hearing to sngh government. Tf, thereafter, the Sectetary of thefT'reas-
sury determines that such government has used funds in violation of
cubsection (a). he shall notify such government of his determination

. and shall request repavment to the Einited States of an amount
’ »equal to the funds go nsed. To the éxtent that such government failsto-. "~
“repay sych amonnt, the Seeretary shall withhold fram subsequent - e
< pavments to sneh governmept under this subtitle an amount equial to -
the funds <o w-ed. T .

.
[(e) IncrEasED Srare on Lochn Goveryyent Revenths.—Nd State
govergient or unit of local government shall be determined to have
o Ssed fandsgin vielation of subsection (a) wvith respect to any funds .
I received for anv entitlement period to the exfent that the net revenues
+ received by it from its owa cources during such pm\iml exceed the net |

| 49 S
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revcnqes received b\ it, from 1ts own qour ces during tho one-year period L3
*beginning July 1, 1971 (or one-half 6f such net revenucs, m’fhe case e -

of an entitlement period of 6 months). -

[(d) Drrosrrs axp Transrirs, To GENERAL Fuxp.—Any amount
repmd by a State government or unit of local government, under sub- .
section (b) shall be deposited in the general fund of: the Treasury. An
" amount equal'to the redction ' payments to any Sthte go nmeRgEor
unit of local government, Wth]] results.from the application of this sec-
tion (after'any judicial review under section 143) shallbe transferred
from the Trust Fund to the general fund of the T'feasury on the day
- on which sucH reduction becomes final. o

[(e)} CerrrricaTes pY3STATE AND LocaL GOVERNMENTS. —The Seere-

- tary is authorized to accept a certification by the Governor of a State

‘

' s
A s

- and payments under this subtztle during . the preceding ﬁscal year.

orthe, chief exegutive gfficer of a unit of local government that the -
‘State, n'overnmen({ls\or it of local government-has hot used any funds
receiyed by it uirder this subtitle for an eititlement’ period iy violation

oof subsec o (2) unless he:determines that such certification is not,
tly lmb(Ie to ennble him to carry out his duties under this -

tltle] . - 0 - 'z.
QEC ]05 [CREAT“IQV OF 'I'RU%T FU*ND i1 APPROPRIATIONS; AUTHOR-
IZATIONS\EO{ENNTITLE'ME’NTS . .
[( a) Tryst Foxpt— > ¢

is hereby eshbhshedw on the book‘s of
the Treaghiry of the United S a trust fund to.Be known as the
“Stata and Tiecal Government al ‘Assistance Trust Fund”

- (referred to in thissubtitle as the “Trix Fund”) The Trust Fund .
-shall remainavailable without fiscal year lglt.atmn and shall con-

. 151st of such amounts as may-he appropriated to it and deposited
©oin it as prov1ded in qubscctmn\%b) ‘Except as provided in this.
title, amounts in the Tryst' Fund may be used only for the pay-

. ments to State and lecal governments provided by this subtitle.
[(2) Fruster.—The Sccretary of the Treaswry shall be the
trustee of the TrustFund and shall report. to.thé Congress not

L) Iy GENERAL. -There

- later than March 1 of dach year on the operation and Status of-

the Trust Fund during the preceding fiscal. year.J
IN Gryprdr.—Funds appropriated pursugnt to subsections
(b). a'nd (¢) shall>rémain available without fiscal jear limitation and

shall be used for the payments to Stdte and local goverhments as pro- ..

vided by this title. The Secretary. of the Treasury shall report to
“the Congress not latey, than January 15 of each year on the operations

(,b) PPROPRIATIONS.— -

(1) In cmvrlmm—’yhere 1s approplmted [to the Trust Fund,
‘out of amounts im the general fund of the Treasury.attributable to
thd, collectiohs of ‘the Federal individual income taxes not other-
wise appropriated] for the [)urpose of. malczng the payments au-
thorized by this subtitle—

(A for.the period begmmnv Jammry 1, 1972, ‘and end‘mg

June 30; 1972, $2,650,000,000 :

. (BY for the erm(i begmmng July 1, 1979 and endmg De-
* cember31, 197é $2 650,000,000;" .
., oo y . o~

-
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A -, . ' v
v ~ . . (€) for the period beginning-January 1, 1973, and ending
" June 30, 1973, $2.987.500,000;
" (D) for the fiscal year beginning July 1, 1973,
$6,050,000,000 : ,

(E) fo¢ the fiscal year beginning. July 1, 1974,
$6,200,000,000;
v (F). kor the  fiscal year bewmnmg July 1, 1975,
$6,350,000,000; and -
(G) for the" period begmnmg July 1, 1976, and endmg De-
cerhber 31, 1976, $3,325,000,000.
( 2) Voxcowmtrom \STm'rq ADJUSTMENT AMOUNTS. —There is
: appropriatdd Lto the Ttust Fund, out of amounts in the general
| fund of the Tleasury attributable to the collections of the Federal
‘ individual income taxes not otherwise appropriated] for the pur- .
- Y pose of making the payments authorized-by this subtitle—
' (A) }(\)r the period beginning January 1, 1972, and endmw
June 30, 1972, $2,390,000;
A (B) for thepemod begmmng Jl?ly 1, 1972, and endmg Dé-
A * cember 31,1972, $2,390,000;
. (C) for the period be«rmnmw January 1, 1973 and ending
June 30, 1973,$2,390, OOO
- () for oach of the ﬁsca,l years begmnmg July 1, 1973,
. July 1, 1974, and July 1, 1975, $4:780,000; and , .
. (E) for the period bo;:mmnﬂr July 1, 1976 and endmg De-
cember 31, 1976, $2,390, OOOt‘) &1 . (1)
(3) DBPOSITS.— Amount g4 proprmt,a ) pﬁragmp or
(e 'l): for, any fiscal year or Sther pevi J‘ng lfe deposited in the
"Trust Fund on the latep } the ﬁmt day of’such year or
pcmo(l or (B) the.d rpa%hemhﬂ'é"(ff“hnactme it of this Act‘]
() Avrigpisart§ or Ar¥rormiarians ror I l[\gggbzwwrsb— .
‘ ‘ ~ (1) Iv ceyerap.—TheRy are, authorized to-be a ppropriated to’
. . pay theen [Zemrnte hereMuficr provided 17 this subtitle—
R | (A for the period beginnin®d armary 1, 1977, and endmg

g * September 30, 1977, $4,98%500,000; and, -

(BY for the. ﬂscal years bcgmnmg o1t October 1 of 1977

: 1978, and 1939, $6,650,000,000,

- cxcept that sums (zuszomzpd Trereunder for any entitlement period
in cxcess of tha amount specified in section 163(a) (1) or (2) for -
that (’7"{()!’1 shall be (llstrzbuted under subtitle D of thzs title as an

_contitlement. .

(2Y Noxco¥Ticiors STATES ADJUSTHENT AMoUNTS.—T hee are au-
Mrorized to- b(’ ap[noprzatcd 10 pay the entitlements hereimafter
provided— .

NG fm the period bﬂqmmng January 1, 1977, and ending

R:/)/( mber 30, 1977, 83585000, ; and
(B for cach of, the ﬁsml 7/car3 bﬂgmnmq on October 1 of
1‘)18’ and 1979. 8 1,280.000. »

[(( ) [l. ~xsrERg Fros ’ln}'q"r Fuxp 1o GexeraL Fouxn.—The
Secretary shall from time tofime transfer from the Trust Fund to the °
" geneml funcl of the Treasury any moneys in the Trust Fund, which he.
determines will not be needed to make paynients to State governments

and umiats of localgovernment under this subtitle.] -

r
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, - Ad) Traxsrers ro vne Gevgear Foxo~-1he Secrctary shall from

o time to time tifinsfer to the gencral fund of the Treasvry any funds

available for Yhissubtitle awhich he determines will not be needed to

make” paymefis to State g07‘(’§)f771('7113 and wnits of local government
under thisplibtitle. X )

SEC. 108. ALLOCATION AMONG STATES. - ' .t

L[(a) Ix GeNeran.—There shall be allocated ta each State for each

entitlement period, out of amounts appropriated tnder seetion 105 (b)

(1) for that entitlement period, an amount which bears the same ratiog

© to the amonnt appropriated under that seetion for #hat period-as the
amount allocable to that State under shihsection (b) bears to the sum
of the amounts allocable to all States under subsection (h).J
, S (a) 1y Geverar.~—There shall be allocated an entitlement to each
tate— . '
(1) for each entitlément period heginning prior to December
31, 1976, out of amounts appropriated wnder section 105(b) (1Y
for that entitlement period, an amownt which bears the same ratio
to the amount appropriated under that scction for that perjod.as
N the amount allocable to that State wnder subsection (h) Iears to
~ ﬁ/ze) su«/niof the amounts allocable to all Slagz‘es under-subsection
o (), anc iy : - T )
- (2) for each entitlement périod beginning on or after Jajivary
1, 1977, ont of amownnts authorized under section 105(¢) (1) for
- that entitlement period which are ot 7%’.33{4.’&& for distribution
P under subtitle D, an amount which bearsShe samg ratio to the
- amount-go available under that section for that period as the
‘amount allocable to that State under subscetion (b) bears to the
sum of the amounts allocable to all States under subscction ().
(b) DETERMINATION OF ALLOCABLE. AMOUNT.—

(1) In geNErRar.—For purposes of-subsection (a), the amount
allocable to a State under liis subsection for any entitlenient pe-
riod shall be determined under pafpgraph (2), except that such
amoynt shall be determined underparagraph (3) if theamount

. allocable to it under parageaph (3) is greater than the sum of the
amoiurts allocable to it under paragraph {2) and snbsection (c).

A2) Tures racror roryuna—For purposes of parngraph (1),
the amount allocable to a State nnder this paragraph for any
‘entitloment period is the amount which pears thig same ratio to
$5,300,000.000 as— .

! (A) the population of that State, multiplied hy the general

& “ ' tdx effort factor of that State, multiplied by the relative
. “income, factor of that State, bears to an
eo et By -thesum ‘of_the products dfetemlg‘ned undér subpara-

Caraph (A) forall States. - _
i .
(%) F1ve padror roryruLa.—For pnrposes of paragraph (1), the

amountallocable to a State under this parhgraph for any entitle-
5 ment period is the amount to whi¢h that State wonld be entitled
2 At .
r)w,/f'( v (A) 14 of $3.500.000,000 were allocated among the States on
s o the basis of-popnlation. Tow

! : (B) 14 of $3.500.000.000 were allocated amhong
the basis of urbanized population,

States on

" y
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(C) 14 of $3,500,000,000 were allocated among the States on
the b 16~i5 of population “inversely weighted for per capita
incom

(D) 15 of $1,800,000,000 were alldeated among the States on
the hasis of incéme taxollections, and

(I2) 14 of $1,800,000,00Q were u]locn;cd among the btates on
the basis of (mnem] tax effort. ¥ -

" () NONCONTIGUOUS STATES ADJTSTMENT—

(1) I& GENERAL, —% addition to amounts allocated among t]ne
States under subsecefon (a), there shall he allocated for “ench
entitlement periods out of amounts appropriated under [section
105(b) (2)F subsection (b) (2) or () (2) of section 105, an addi-
tional amount to any State ( ’() whose al]ocatron under subsection
(b) is determined by the formula set forth in paragraph (2) of
that subvection and (B) i in which eivilian employees of the United
States Goyernment reecive an al]owm;o under section H941 of
title 5, United States Code.

12) Deremyuxariox or asorst—The additionat ameunt allo-
cable to any State nnder this subsection for any entitlement period
is an amount equal to a percentage of the amount allocable to that
State under subscction (b) (2) for that period which ig the same
as the ercentage of basic pay received by such emplovoes sta-
» " tioned In that Stateras an allowance undet such seetion 5047, 1f

- = the total amount appropriated under section 103(b) (2) for any

* o entitlement period ending on. or b('forc December 31, 1%6., or au-
thayized under section 105(ey (2 ) for any (’nh/?emfnf period be-

R aqinping on or aftcr '/nmmm/ 2y 1977, 15 not sufficient to pay in T}l

& the additionnl ,unou s allogable nndgr this subseetion for that
peviod. thg Seeretary d” reglice pmpmtmna(o]y the amounts so
“allocable.

SEC. 107. ENTITLEMENTS OF STA GOYERNMENTS,

(a) Divisron Brrwur'\' ‘Srae a%0 Locar, Governarents—The State
government shall be“entitled to receive one-third of the amount allo-
cated to that State fof each entitlement period. The remaining portion
of each-State's allocation shall be alloeated among the itz of local
government of that State as provided in section 108"

(b) &Fatr MustT Marntary Transrrns 1o Locan GovensyrNTe-—

(1) GeneraL rRULE—The entitlement of any Stafe ggyernment
for any onht]mn(-n% period beginning on or after [Jnlv 1, 19433
Sorogiry 1,007 il l)(- rednec -«Lln the amount (if my) hy
N \\]11(})—« ,

o {A) the average of the ugrrrmrnte amoumtstransferred by
fhe State government (oiit,of its own sources) during such
-+« period and the preceding mt)tlomont perigd to all units of
local government in such State, is less than, r
(B) the.similar aggreaate amount. for the one-year period
Lerinnine July 1, L1971 1975, or, antil dota on. suck period
are availdble, the most recent such one-yea? 7)r’rmd for which

data on such amounts are available.
For purposes of subparaggaph (A), the amountof any r(‘ductlon
in the entitlement of n State governmient -under, this subsection
for any entitfement period .shall, for :nl)soquent entitlement

~

v
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v periods, be treated as an amount transferred by the State govern-
ment, (out of its own sources) during such period to units of
local government in‘guch State. -
(2) ADJUSTMENT WHERE STATE ASSUMES RESPONSIBILITY FOR
CATEGORY OF EXPENDITURES.—If the State government establishes
ta the satigfaction’of the Secretary that since June 30, 1972, it has
agsumed responsibility for a category of expenditures’ which
* (before July 1, 1972) was the responsibility of local governments
located in such State, then, un‘deI; regulattons prescribed by ghe
. Secretary, the aggregate amount takén into account under para-
graph (1) (B) shall be reduced to the extent that increased State n
government spending,(out of its owh sonrced) fot such category ‘
has replaced 6Gorresponding amounts whigh, for the oné-year
period [beginning July 1, 1971,] utilized for purposes of sweh———&" =~
paragraph 1t transferred to units o6f local government. - : -
(3) ADJUSTMENT WILERE 'NEW, TAXING POWERS ARE CONTERRED
TPON LOCAL GOVERNMENTS.—IT a State establishes to the satisfac-
tion of the Secretary that since.June 80, 1972, one or, more units of
local government within sucl State have had confgrred upon them '
new taxing authority®then, under regulations prescribed by the
Secretary, the aggregate amount taken into account under para-
graph. (1) (B) shall be reduced to thé extent of the larger of—
(A) an amount equal to the amount of taxes collected
by reason of the exercise of such new taxing authortiy by
such'local governments, or -~
{B) an amount equal to the amount o?the loss of revenue
to the State by reason of such new taxing authorjtybeing
. conferred on such local governiments. :
No amount shall be taken into consideration undetr supparagraph
(A) if such new taxing authorjty is ap incredse in the authorized
_rate of tax under a previously mlthogilzml kind of taxj unless the
State is determined by the Secretary to have decreased a rélated
State ftax. = 0
| (4) | SPECIAL RULE FOR PERIOD BEGINNING .‘rm} 1, 1973.—In the -
; case.off the entitlemeht period beginning July 1, 1973, the preced- '
ing er‘tit]ement period for purposes of paragraph (1) (A) shall
be treated as being the one-year period beginning July 1, 1972.
(5) SPECIAL RULE FOR PERIOD BEGINNING JULY 1, 1976.—In the
e case of the entitlement period beginning July 1, 1976, an ;;rl/clm}f’
December 31, 1976, the agdregate amount taken into aeCount
under paragraph (1) (A) for the preceding entitlement period
and the aggregate amount“taken into account under paragraph
(1) (B) shall be oné-half the amounts which (but for this para-
graph) would be taken into acconnt. "
(6) SpEcIAL RULE FOR THE PERIOD BEGINNING JANUARY I, 197%.—
In the case of the entitlement period beginning January 1, 1977,
and ending September 30,419772,7 the aggregate amount taken into
account under parggraph (1) (A) for the preceding entitlement
period and the aggreqate amount taken into account under para-
graph (1) (B) shqll ge three-fourths of the amounts which (but
for this paragraph) would be taken into account. T
[(6)] (?) Repvcrion 1N exTrrLgMENT.—If the Secretary has
. reason to believe that paragraph (1) requires a reduction in the

N »
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entitlement of any State government for any entitfement period,
he shall give reasonable notice and.opportunity for hearing to the
State. If, thereafter, he determines that paragraph (1) requires
the reduction of such entitlemnent, he shall also determine the
amount df such Xduction and shall notify the G@®vernot of such
State of such determinations and shall withhold from subsequent
‘payments tosuch State government under this subtitle an amount
equal to such reduction. _

[(7)] (8) TRANSHER TO GENERAL FUND.—An amount equal to
~ the reduction in the ¢ntitlement of any S(ate governrment which
results from the application of this subsection (after any judicial
review under seetion|143) shall be transferred [from the Trust
Funid} to the general fund of the Treasury on the day on which
such reduction becomes final.

. 108. ENTJPLEMENTS OF LOCAL GOVERNMENTS. B
a) Arntocarion Amonag CouNry Areas—The amount to be allo- .
éated to the units of local government within a State for any entitle-
nent period shall be alloeated among the county areas located in that
State so that ehch county area will receive an amount which bears the
same ratio to the total amount to be allocated to the units of local
government within that State as—
(1) the population of that county arca, multipliéd by the
o general tax effort factor of that county :area, multiplied by the
' relative incorge factor of that colinty area, bears to
(2) the su‘hﬁ)f the products determined Unddr paragraph (1)
for all county areas within that State: o
" (b) ArrocaTioN To CouNTy GovERNMENTS, MUNICIYALITIES, TOWN-
- sHIPS, Iirc. : . ‘
(1) County GoverNMENTS.—The county govgrnment sifall be
allocated that portion of the amount allocated to the county area
. for the entitlgment period under subsection (a) which bears the
same ratio to such amount as the adjusted taxes of the-county
government bear to tte adjusted taxes df the county government

and all other units of Jocal go¥ernméent located in the coutfity area.

(2) OTIHER UNITS OF LOCAL GOVERNMENT.~—The amount remain- -
ing for allocation within a county arca after the applicatign of
paragraph (1) shail be allocated among the units of local gov-
ernment (other than the county government and other than town-
ship governments) located in that county area so that each unit
of local government will receive an amount which bears the same
ratio to the total amount. to'be allocated to all such units as—

(A) the population of that local government, multiplied |
by the general tax effort factor of that local goverrment,
multiplied by the relative incopie factor of-that local govern-

, : ment, bears to . N
. : (B) the sum of the products determined under subpara- v
eraph (A) for all such units. . '

(3) Taww~snir goverNMENTS.—If the county area includes one
or more township governments, then before applying paragraph

(A) there shall be set aside for allocation under subpm:a-:
graph (B) to'such township governments that portion of the

\
*
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Tep. thd entitlement
period which bears the same rajleBStich amount as the sum
of the adjusted taxes of alluw@ftdwnship governments bears
to the Mggregateadys#et taxes of\the county government,
such townshipeg@efuments, and all pther units of local gov-
ernment lagi¥ed in the county area,and v
iy-tfat portion of each amount/set gside under subpara-
,h (A) shall be allocated to dach township government

/ on the same basis as amounts ark Allocated to units of local

gov@rnment upder paragraph (2). )

If this paragraph applies with respect to any county area for any
entitlement period, the rema¥ning portion allocated under para-
graph (2) to the units of local government located in the county
area (other than the county government and the township govern-
ments) shall be appropriately reduced to reflect the amounts set
aside under subparagraph (AY.

- 7(4) INDIAN TRIBES AND ALASKAN NATIVE VILLAGES.—If within a
county area there is an.Indian tribe or Alaskan native village
which has 2 recognized governing body which performs substan-
tial governmental. functions, then before applying paragraph (1)
there shall be allocated to such tribe or village a portion of the
amount allocated to the county area for the entitlement period
which bears the same ratio to such amount as the population of
that tribe or village within that county area bears to the popula-
tion of that county area. If this paragraph applies with respect
to any county area for any entitlement period, the amount to be
allocated under parngraph (1) shall be appropriately reduced
to reflect. the aumount allocated under the preceging sentence. If
the entitlement of any such tribe or village is waived for any
entitlement period by the governing body of that tribe or village,
then the provisions of this paragraph shall not apply with respect
.to the amount of such entitlement for such period. ,

. (5) RuLe ror sMALL UNITS OF GOVERNMENT.—If the Secretary
determrnes that in any county area the data available for any

entitlement period are not adequate. for the application of the, .

formulas set forth in paragraphs (2) and (3) (B) with respect to
units of local government (other than a county government) with
a population below a number (not more than 500) prescribed for
that county arca by the Secretary, he may apply paragraph (2)
or (3) (B) by allocating for such entitlement period to each such
unit located in that county arca an amount which bears the same
ratio to the totsl amount to be allocated under paragraph (2)
or (3)(B) for such entitlement period as the population of such
unit bears to the population of all units of local government in
that county area to which allocations are made under such para-
graph. If the preceding sentence applies with respect to any
county area, the total amount to be allocated under paragraph
(2) or (3) (13) to other units of local government in that county
area for the entitlement period shallgbe appropriately reduced
to reflect the amounts allocated under the preceding sentence.
(6) ENTITLEMENT.— "
(A) Ix eenuraL.—Except as otherwise provided in this
»paragraph, the entitlement of any.unit of local government

RN
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» for any entitlement p%iod shall bepﬁm waount allocated to
suclt unit under this subsection (aftersaking into account any
applicable modification under subsegtion (c)).

() MAXIMUM AND MINIMUM PER CAPITA ENTITLEMENT.—

\ubjoct to the provisions of subparagraphs (C) and (D), thé

. ~ per capita amount allocated to any county arcg or any unit of
local government.(other than a county government) within a
State under this section for any entiflement period shall not
be less than 20 poxC\nt nor more than 145 percent, of two-

5 thirds of the amount'allocated to the State under section 108,

divided by the population of that State,

(C) Limrration.—The amount allocated to any unit of -
local government under thissection for any entitlement period
- shall not exceed 50 percent of the sum of (1) such govern-
o ment’s adjusted taxes, and (i1) the intergovernmental traps-

fers of revenue to such governinent (ather than transfers to
sucl government under this dubtitle). ’

(D) ENTITLEMENT LESS TIAN $200, OR GOVERNING BODY
WAlvES ENTITLEMENT.—If (but for this subparagraph) - the
entitlement of any unit of local government below the level of
the county government—

(1) would be less than $200 for any entitlement period
($100 for an entitlement period of 6 months, 150 for an
entitlement period of 9 months), o

(i1) 1s waived for any ent,itlement period by the gov-
erning body of such unit, -

then the amount of such entitlement for such period shall (in

lieu of being paid to such unit) be added to, and shall be-

come a part of, the entitlement for such period of the county

goveriment of the county area in which such unit is located.
(7) AbJUSTMENT OF ENTITLEMENT.—

(A) In geNERAL—In adjusting the allocation of any county
aren or unit of local government, the Secretary shall make V-

" any adjustment required under p’trn%mph (6) %3 first, any

‘adiustment required undey paragrapl (0) next and any

ndJuctment required under paragraph (6 (D) last.

(B) ApJUsTMENT FOR AP;’LICA’I‘ION OF MAXIMUM OR MINI-
MUM PER CaPrTa ENTITLEMENI.—The Secretary shall adjust
the allocations made under t is section to county areas or to
units of local governmentsin any State in order to bring those
allocations into compliance with the provisions of paragraph
(6) (B). In making such adjustments he shall make any neces-
sary adjustments with respect to county areas before making
any necessary adjustments with respect to units of local
governmerit.

((‘) ADJUSTMENT FOR APPLICATION OF LIMITATION. -——In any

" caBe in which the amount allocated to a unit of local govern-
=ment is reduced under paragraph (6) (C) by the Secretary,
the amount of that reduction—

(i) in the case of a unit of local government (other:
than a county government), shall be added to and in-
crease the nlloeatlon of the county government of the
county area in which it is located, unless (on account of

RC - P
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the applitation of paragraph (6)) that county govern-
ment may not receive it, in which case the amoubt of the
reduction shall be added to and increase the entitlement
of the State government of the State in which that unit
of local government is located ; and ) 7
(i1) in the case of a county government, shall be added
to and increase the entitlement of the State government
of the State in whicli it 1s located.
(¢) Sercian AnLocation RuLes.— : ~
(1) OrpriovaL rormuLa.—A State may by law provide for the ™2
. allocation of funds among county arcas, or among units of Jocal =
government (other-than county govermnents&, on the basis of the|,
population multiplied by the general tax effort factors-of suchl
areas or units of locad government, on the basis of the population
multiplied by the relative income ‘factors of such arcas or units
of local government, or on the basis of a combination’ of those
two factors. Any State which provides by law for such a variation
in the allocation formula grovi‘ded by subsection (a), or by para-
graphs (2) and (3) of subsection (b), shall notify the Secretary
of such law not later than 30 days before the beginning of the first
entitlement pertod to whiclt such law is to apply. Any such law
shall— ‘ ‘
"~ (A) provide for allocating 100 percent of the ageregate
amount to be allocated under subsection (a), or under para-
graphs (2) and (3) of subsection (b);
(B) apply uniformly throughout the State ; and *
(C) apply during the period beginning on the first day of \
the first entitlement period .to which it applies and ending

* on [December 31,1976.3 September 30, 1980. -

(2) CerrricatioN.—Paragraph (1) shall apply within a State
only if the Secretary certifies that the State law complied with
the requirements of such paragraph. The Secretary shall not
certify. any such law with respect to which he receives notifica-
tion later than 30 days prior to the first entitlement period dur-

. ing whichitisto ap{))ly.
(d) GovernmrnTAL DrriNitions anp Reraten Rouies—For pur-
poses of this title— . :

[(1) Unrtrs or vocan ¢overNMENT.—The term .“unit of local
government” means the government of a county, municipality,
township, or other unit of government helow the State which is a
unit of general government (determined on the basis of the same
principles as are used by the Bureau of the Census for gencral |
statistical purposes). Such term also means, except for purposes of !
paragraphis (1), (2). (8), (5), (6)(C), and (6) (D) of subsec-
tion (b), and, except for purposes of subsection (c), the recog-
nized governing body of an Indian tribe or Alaska native villags ;
which performs substantial governmental functions.] '

(1) Unwir oF LoCAL GOVERNMENT.— : /

(A) Inv oryerir.—The term “unit of local government
means the government of a county, municipality, or town-
ship which is a unit of general government as determined by
the Bureau of the Uensus for general statistical purposes, and '

[}
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ahich. avith respect lo entitlement periods beginning on or

after Getober 1, 1977, inects the regulrements RR(,'CZ/l:/’j/'/L sub-

pravagaph 8wl inepaokes dires og recedecs idgrgoccronental
transfoes Jor substantial /»(/'/‘(//'7/?11411'1' (;f al least (//‘“(‘/"1_/7" Fhe v -
ollawing serviees fur its cltzons s (4) potice protection: (i) '
conrts and corvectioak; (i) fire peotoctiong (e healtl sere-

8 (0 social sorviecs for the poore or aged (08 pditie

. Corceredtion: (e#) public Aibrarios; (000) “zoning or land wse -

. /I/r((//,/l./')/(/ o (o) e wegdge (//.\r/mxu/’(u' waler supply: (o) solid
waste  disposaly (i) poltution abalcnent; (wd) roud or
strect constouct ion and waintggance (el anass (s porta-
Loy and 1) educalion. Swcl terue idsy weeans, coice pl for
purposis of puragraphs (1), (2), (3), (5), (6)(("), dnd

- : (Y1) of subsection (b), and, eccept for purposcs of sub-

) seelion (), the recognized governing body of an Indian tribe
or Alaskan Native village which performs substantial govern-
mental functions. Ilor-the purposes of this subscction o unit
of local government shall be deemed to impose a tax if that
tar is collceted by another governmental entily from the
groyraphical arew served by that unit of local goverminent
and an amount equivalent to the met proceeds of that ta.r are
paid to that wnit of local government. . o

(1Y Lawirariov.- -1T'o be considered aunit of local Gonern-
ment for purposcs of this Act_at least 10 per centum of a Jocal
. qorernment's tolal egpenditures (exclusive of expenditures
v for general and financial administration and for the assess-
©mentl of property taxes) in the most recent fiscal year.must
have been for each of tivo of the pullic services listed in sub-
. paragraph (AY, except that the foregoing restriction shall
nal apply to a unit of local qorernment (7Y which sulgtan-
Lially perforans four oranore of such pulldic services, or (ii) .
carhich has performned tito armorve of such public serviges sinee
danuary 1. 1976, and conlivues to provide two or more such
puhlic gerviees.
(2) CERTAIN ARFAR TREATED A8 COUNTIES—In any State in
. which any unit of loeal government (other than a county govern-
ment) constitutes the next level of government below the State
covernment. level, then, except as provided in the next sentence,
- the geographic area of such unit of government shall he treated
as-n cotuntly arca (and such unit of government shall be {reated as
a connty government) with respecteto that portion of the State's
geographic area, In any S‘t;att?'ﬁn which any county arca is not -
coverned by a county governyyent but contains two or more units
of local government, such units shall not be treated as county
governments and the geographic areas of such units shall not he
treated ascounty arcas. . )
- (3) Townsinrs— The term “township” includes equivalent
suhdivisions of government having different- designations (such
as “towns”), and shall be determined on the basis of the same
principles as are used by the Burcau of the Census for gencral
statistical purposes.

»
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(4) UNIT8 OF LOUAL GOYERNMENT LOCATED IN LARGER ENTITY.—A
unit of local government shall be treated as located in a larger
entity if part or all of its geographic arca is located in the larger
entify. .
CFA NG L (BPONLY PART QF UNIT LOGATER IN, LARGER eNtTirrYy.—If only part

of a unit of local goyernment 15 1dcatéd il a largdientityg«such:-

fm” shall be treated for allocation purposes as a separate unit of

acal government, and all computations shall, except as otherwise.

provided ip regulgtions; be made on the basis of the ratio which
the estimated population of such part bears to the population of
the entirery of such unit. ' : ‘ _
“TET (6) BOUNDARY CHIANGES, GOVERNMENTAL REORGANIZATION, ETC,—
: 1, by reason of boundary line changes, by reason of State statu-
tory or ¢onstitutional changes, by reason of annexations or other
governmental reorganizdtions, or by reason of other circum-
stances. the application of any provision of this section to units of
locul government does not carry out the purposes of this subtitle,
the application of such provision shall be made, under regulations
prescribed by the Secretary, in a manner which is consistent with
such purposes.
SEC. 109. DEFINITIONS AND SPECIAL RULES FOR APPLICATION OF
ALLOCATION FORMULAS. .
(n) Inx GeNeraL.—~Forpurposes of this subtitle—
(1) Porvrariox—DPopulation shall be determined on the same
Iinsig as vesident population is determined by the Bureau of the
Census for general stutistical purposes.
(2} UrnaNizen Pom'l.A-rION.—UI;bnnizod population means the

pdpulation ef any area ‘consisting of a central. city or cities of |

\ ’ 50000 or more inhabitants (and of the surrounding closély set-
tled territory for such city or cities) which is treated as ap
urbanized area by the Bureau of the Census for golf}m'al statistical

. purposes. S I

. (3) Txcosme-~ Income means total maoney income received’from

all sources.as determined by the Burcau of the Census fop-general
statistical purposes. , .

; (4) Prrsonar iNcome—Persqnal income means the income
of individnals, as determined by the Department of Commerce for
national income accouits purposes. . ‘

(5) Dares ror DE’I‘IEIX\;II)NING ALLOCATIONS AND ENTITLE-
menTs.—Except as provided in regulations, the determination of
allocations ang entitlements for any entitlement period shall be
made as of the first day of the third month immediately preceding
the beginning of sucli period. :

(8) INTERGOVERNMENTAL TRANSFERS.—The intergovernmental

. transfers of revenue to any government are the amounts of reve-
nite received by that government from other governments as a
“share in financing (or as reimbursement for) the performance
of governmental functions, as determined by the Bureau of the
Census for general statistical purposes.

(7) DATA/USED: UNIFORMITY OF DAT4.—

{ A){GeNERAL RULE.—Except as provided in subparagraph
(B), the data used shall be the most recently avmgable data

-
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provided hy the Bureau of the Census or the Department of
Commerep, ns the case may be.

(B) s oF ksriyrares, ere—Where the Seeretary deter-
mines that the data referred to in subparagraph (A) are not
current enough or are not comprehenzive enou to provide
for equitable alloeations, he may use such additional data
Cineluding, data based on (-\lmmt(s) s may LiEprovided for
it regulations.

(h) ]\((nn Tax Asovsr OF Srares.—Tor purposes of this sub-
title—

(1Y Ix aExEran.~-The income fax amoynt of any State for any
entitlement period is the income tax afmount of such State as
determined under paragraphs (2) and (33,

(2) Incoarr rax aMovrsT. --The incomne t
for nny entitlement period is 15 pereent of
leeted Trom the State individual income tax
1072 or (if later) during the last calendar )
the begrinning of such entitlement periogd.

(3) Crinixo axn rroon—The income tax afmount of any State
for any entitlement period—

.\) shall not exceed 8 percent, and

(13) shall not be less than 1 pereent.

of the FFederal individual income tax Tabilities nttnhutod to such
QM((‘ for taxablg vears ending during 1971 or (if ]utor) dumn"
the kst ealend: ly‘w-m ending hefore the heginning of such entitle-
vidual incoméias linhilities attributed to any State for any period

Aucle State and deseribed ag n/thtu income tax under section
161 (a) (3) of the Internal Revenue Code of 1951,

() FEDERML INDIVIDU AL INCOME TAX LiaBILITIES —ITederal indi-
shall be determined on the same hasis as such liabilities are deter-
mined for such period by thednternal Revenue Service for gengral
stalistical purposes, K

(¢) Grxerar Tax Errorr oF STATES.—

(1) Iv.aeverar—For purposes of this subtitle—

(A) GuNrrAL TaX EFFORT FACTOR—The eeneral tax effort
factor of any State for any entitiement pertod i8 (i) the net
amount collected from the State and locall taxegof such State
duringttho most recent reporting vear, divided by (ii) the
aggregato personal income (as defined in paragraph (4) o

. subseetion (a)) attributed to such State for the same porlod
\ (B) Gexeran rax prrortT AMouNT.—The general tax effort
nggount of any State for any entitlement period 1€'the amount

»AMermined by multiplying—

N (1) the net amount collected from the State and loeal
taxes of such State during the most recent reporting year,
by

{i1) the general tax effort factor of that State,

(2) STATE AND LOCAL TAXES.—

(\) Taxes Tarex 1nv1ro accoryT,—The State and loeal
faxes taken into account under paragraph (1) are the com-
pulsory contributious exacted by the State (or-by any unit of
local govermment or other political subdivision of the State)

ount of any State -
© net amount col-
<uch State during
'ar ending before

t

¢
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for public purposes (other than employee and employer
assessments and contributions to finance retirement and soc 1]
ingurance systems. and’ other than special assessnents for eap\-
tal outlay), as such contributions are determined by tlie
Bureau of the Census for general statistical purposes.
(13) Most rECENT REPORTING YEAR.—The most recent re-
, borting year with respect to any entitlement period consists
" of the yoars taken into account by the Burcau of the Census
“in its most recent general ‘determination of State and local
taxes naade hefore the close of sue h period.

(d) Gexkran Tax Tagrorr Facror or Cousry Arra.—For purposes
of this subtitle, the wéneral tax effort fuctor of any county arca for
any (-nhtlvm(n! oo} 15—

) the adjusted taxes of the county government plus the ad-
]mtc(l taxes of each other unit of local government withiu that
(‘oumy area, divided by

(2) the aggregate income (as defined in paragraph (3) of sub-
gection (a)) umllml(-d to that county arca

(e) Generar, Tax svort Factor or Unrr or LocaL GOVERN MENT.—

For pl%()heq of this subtitle— -

IN arnerar.—The general'tax eﬂ'oxt factor of any unit of
local government for any entitlement pcnod is—
(A) the adjusted taxes of that unit of local government,
dlvulvd by
(B3) the aggregdte income (us defined in paragraph (3) of
subsection (a)) attributed to that umnit of local government.
(2) ADJusTED TAXES.—
(A) IN GENERAL,
gmmnm(-nt are—
(1) the compulsory contributions exacted by such gov-
ernment for public purposes (other than employee and
employer assessments and contributions to finance retire-
ment and social insurance systeins, and other than special
’ L assessments for capital outlay). as such contributionsare
determined by the Bureau of the Census for general sta-
tistiedl purposes, ' R
(i) adjusted. (under regulations prescribed by the Sec-
refary) by excluding an amount equal to that portion of
such compulsory contributions which is properly alloca-
ble to expenses for education.
(B3) £ERTAIN BALES TAXES COLLECTED BY COUNTIES.—In any
case whete--
(1) a county government exacts sales taxes within the .
-owrm])lnc arca of a unit of local government and trang-
_%H part or all of such taxes to such unit without specify
ing the purpbses for whiel such unlt may bpend Ahe
| revenues, and

The adjusted taxes of any unit of local

that the roquu oments of this subparugruph h'w

with respect to such taxes,
¢ then the taxes so transferred shall be treated ag’
the unit of locul government (and not the tax }é

government).
53
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(f) Rerative- Incomr, Facror—For purposes of this subtitle,”the
relative incomg factor is a fraction— ‘ L
(1) in the case of a State, the numerator of w]nch is the per
capita income of the United States and the denominator of which
is the per capita income of that State: ' )
(2) in the case of a county area, the numerator of whiech is the
per capita income of the State in which it is located and the de-
. nominator of which igthe per capita income of that county area;
. » " and _ . R :
(3) in the case of a unit of local government, the numerator of
which is the ger capita income of the county area in which it is
' iocated and the denominator of which is the per capita income of
/ . _ the geographic-arca of that unit of local government.
For purposes of this subsection, per capita income shall be determined
on the basis of income as (Imﬁnodpin pamgm?hy (3) of subsection (a). -~
(g) Avrocation Rures ror Five Factor F oRMULA.—I'oF purposes
of section 108(b) (3)— : } .
. . (1) ALLOCATION ON BASIS§ ot roruraTioN.—Any allocation
among the States on the basis 6f population shall be made by\
: allocating to each State an amount: which bears the same ratio tg >~
c.» . the total amount to be allocated as the population of such State

bears to the population of all the States. . ;
(2) ALLOCATION ON BASIS OF URBANIZED PoPULATION.—Any allo- -
‘cation among the States on the hasis of urbanized- population, shall
‘ bo made by allocating-to each State an amoynt which bedrs thq
same ratio to the total amount to hé allocated as the urbanized
popnlation of such State bears to the nrbanized population of all
- the States,
o - (3) ALLOCATION ON BASIS OF POPULATION INVERSELY WEIGHTED
f"“m/»lt PER CAPITA INCOME.—ANY allocation among the States on the
- hasis of population inversely weighted for -per gapita income
« shall be made by allocating to each State an amount”which bears
J the same ratio to the total amount to be allocated as—
(A) the population of such State, multiplied by a fraction
- . the numerator of which is the per capita income of all the
States and the denominator of \\'HliCh is the per capita income
‘ . of such State, bears to - . T,
. . (B) the sum of the products determined under subpara-
. graph (A) {orall the States. ) .
(4) ALLOCATION ON BASIS OF INCOME TAX COLLECTIONS.—Any
_allocation among the' States on the basis of income tax collections
shall be made by allocating to each- State an amount which bears
the same ratio to the total amount to be alloeated as the income
tax amount of such State bears to the sumn of the income tax
- amounts of all the Stutes. AN . .

(5) ALLOCATION ON BASIS OF GENERAL TAX EFFORT.—Any allo-
cation among the*States on the basis of general tax effort shall be
madé by allocating to cach State an amount which bears the same
ratio to the total amount to he allocated.as the general tax effort,
amount of such State bears to the suin of the ‘woneral tax effort

' amounts of all the States. -

’
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o »  Subfitle B—Administrative Provisigns
. LY v N . . “ l ' - . ‘v
¥ SEC. 120. MODERNIZATION OF GOVERNMENT * . : .
. v o \ ’ &, . e . . . .
o (a) PoPicy avp Pirrose—In order that funds provided. u%[er this ;

. Act shall encourage the modernization and révitalization of State and .
Tocak gorernments, each State shall submit an annual report to the |
Secretary degcribing uny steps it has taken to achieve the goal set

. forth in this section, . . o

- (b)) Srare Masren Prave—I¢ is éstablwhed asa goal that each State
. governmeént prepare and develop in accordance with subscctions (o), .
(e and () @ master plan and. timetable for moderniziwyg. and re-

.+ ‘vitalizing State and local Jovernment. ‘

(¢) Prevararioygor Masrer Pray gxp Timkrisrr—Prior to sub- .
mitting the State’$san'nual neport to the Secvetgry, (he Stute's chief .
. executive officer may submit a proposed master plan and timetable to «
« the State legislature and to Jhe chief executive officer and legislative * - .

body of edeh counly govefninent, township gowgrnment, and other ,

unit of local government, including, for these purposes, special pur:

"pose. governments not covered by the definition of unit.of local govesm- :

L ment I seetion 108(d) (1). T'he proposed master plaw and timelable, " .

.. shall_alse bé'made available to the public by publication, in mews- .

papers throughout the State. A fter issuance of any proposed iaster - -

2

- 5t plan and.timetably, there shall be & period of not lesg than 120 days .
. +for local oficials and citizens of the State-to comment on the proposed.
-magter plgn and timetable, in accordahce with « procedwre for' sueh :
. " comment promulgated by the chief execitine officer of the Stute. The
- “chief ewecutive officer of the State shall take into considerat iy subh .
© . comments én preparing the I]Z‘hwl master plan and iimetable. Y& final .
- mﬁwtcr plan and timetable shall be submiitted to the State leguslature
- aelieh shall wote whether ornot to submit such plan éo the Secretary. AN
T ) Contepts of Master Plins antl Timetables—- ' o
" & S (M) Ly eeveran—A Stale’s mastet plan and timetable may .
contain: - . o .- !
. , (A a-sat’of proposals for substantially improving the ef-
RS j'('("'l/'/w(ﬁ)‘fu%, teonamyy and, equity of State and local govern- -~
. . , R menty ! . : : - LT e
T e (B M steps (constitutiondl legislitive, or ud i istrative)
s . necessariy to effeemate those.proposals: and ‘ i
e BT () s metuble foy effectuating cack proposal within area-
‘ Sondble period. .o v S .
TR (2) Critinrd—The followinty broad criteria may be employed . .
7 in,//[/u’ devélopgient of the propisions of the master plan and time- ’
B table ™ P -, R ' v . S
. e (4) Fouwcriov—Gowerimental résponsibilitics should be .
S assigned to State and sub-State gmrernments with thexbjee- -
. oL tire mqu’or«[dingoafl residentstwith at least, a minimal Xeve
- - Tofublic services, : : ot
L . .- (B) Stpvercre—Tke organization of State apd sub-State .
A - gemervmentd shonld substantially reduce the number of lim-
. ' ied function genegal governangnts and special districts.
, . . (£ 1"/5/'.-11}'Lv%urr:——?'/w.sy/%'h moof State and lecal. #.
LY I PN . - - ~a
. @ .. o ’ T :
N , S 'L . - .
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' T damition shordd ol in a tar Durdencommenswrale with the

piseid capuacityofEhie taring wiit. . .
(DY Mandceuenr caraciry—Improvements i the profes-

' - ¢ sional capacity of State and local governments should be
3 spreifiealty adilressed. . RN oo . :
‘ o (L) Acevexraniriry—Broad participation of tle general

public i the drcisionmaking process should be encouraged,
« and formal mechanisms of reporting the impact of such de-\
. risions should be proposed. ! . »
(e) Mrrnons ror Provorine Ervkctivess, Ecovovy, ayp Foriry v
- Stare AND Locar, GoviryuyNT.— . - .
" (1) Iv ceyerir.—In preparing the master plan and timetable,
the chicf cwccutive officer may take into consideration. the follow-
- Py methods for promoting effoctiveness, ecconomy aiid cyuity in .
State and loral govergments: y -
- 4y 1 N_Tﬁ'lesr,iTp.—.—zlfl")’angemf);tts;, by interstate compact or
_otherwise fox dealing with inferstate reglonal problems, in-
T o chuling those of metropolitan areas which dverlap State lines,
- and for regionak cooperation in such areas as health, educa-
tion, 1elfare, consevvation, resource development, transporta-
: _ tion, recreation, and housing. . o
' ©. AB) Sragr virecr acrion.—Strengthening and modern- -
. v .dzing of State governmentt {by constitutional, statutory,-und
. administrdtive changes), including but not limited ta, mod- <
- o ernized State. boprowing powers; improved thx systems;
. < - ineregsed financtal and technical qssistance to local govern-® ¢
. : went$; revising the terms of State aids and shared taxes to )
. « - compensale for differences in total local fiscal capacity, State
' assumption of greater direct fiscal responsibility for busie .
. functions; modern personnel systems; and development of
&, inimum State standards for services at the State and local
) ‘f lovel. - . - »
B (OY Srare acmiov AERECTING LOCALITIES ~—Strengthening -
. - and anodernizing by the, Staie «of Tocal, rpal, urbon, and
: smetropalitan governments (by constitutignal, statutory, and
administrggive chanyes), including— ) !
() hanges designed to make local government more
. ' efficient, cconomical and accountable, as by—
* (1) reducing the number of. or eliminating, local
.* governments too. small to provide efficicdt adminis-
< tration or possessing [nadeqguate fiscal vesonreesy
o ‘ (11y r2ducing the munber of Sgdcial districts mot
subject to democratic controls, and ¥liminating those |
<. arhose funetions canbe carried out by general
. - gorernments; . . R
(I11) granting adequate home-rule powers to
loral aovernments.of sufficiont gize and seope; .
. ’ (IVY) improving local -propeyty taz administra-
tion: .o
o o (VY awthorizing local governinents to utilize non-
' property taxes, coordinated at tie Stute or regional
o [cvel; and

[}
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\ " (V1) casing retrictions on the borrowing and tuz-
ing powers of local governments, .
(¢) other changes designed to strengthen local gov-
ernmend,in metropolitan areas, as by—
(1) lLberalizing wgzmioz'pal annexation of unin-
‘ corporated aredy i

[1) setting minimum standards of population

and. populgtion density for proposed mew incorpo-

v rations,
(I1I) authorizing city-county consolidation, or
transfers of specified functions between municipal-
ities ind countiesy

for the provision of services,

* (V) wuthorizing municipalities to exercise extr-

territorjal planming, zening, and subdivision control

over unincorporated areas not subject to effective

county regulation; v .

(V) restricting  zoning authority in metro-
politan areas to metropolitan bodies, larger munici-
palities, counties, or the State ;« T

(VII) authorizing the formation of regional
multi-functional bodiés for housing, health care,
social services, parks and_ recreation, amd water

sewver facilities;and - - .0

(VI est_a;)lvlehing.Staz;e standards of accoupt:
ability in the planning process and operatiohs of
special districts, ‘boards, commissions and oﬁcz’al

. agencies not directly subdrdinate te a genexal
government, : . '

(f) Rerorrs avp Rrcoumenparions—The Secretary shall report to
Congress at the end of each fiscal year on the progress made by each
State in developing and carrying out a master plon and timetable, and
~ based on such progress, shall make recomvmendations concerning the

goal set forthin this section. y . - .

LSEC. 121. REPORTS ON USE OF FUNDS; PUBLICATION

. [(a) Rrrorts ox Use or Funps—FEach State govérnment and

" unit_of local ,government which receives funds under subtitle A
shall, after the close of cach entitlement period,submit a report to the
Secretary setting forth the amounts and purposes'for which funds re-
ceived during such peridd have been spent or obligated. Such reports
shall be in such ‘form and detail and shall be submitted at such time

"as the Secretary may prescribe. '

E(b) Revorrsod Praxxep Use or Funps.—Each state government
and unit of local government which expects to receive funds under
subtitle A for any entitl¢fent period beginning on or after January 1,
1973, .ﬂa]l submit a report to the Secretary setting forth the amounts
and puzposes for which it plans to spend or obligate the funds which
it expeets to receive during such period. Such re%orts shall be in such

form and detail as the Seeretary may prescribe and shall be submitted
at such time bhefore the beginning of the entitlement period as the Sec-
retary may prescribe. d T

(IV) authorizing intergovernmental contracts

2
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[(c) Puesticarion axp Pentierry or Reedrrs.—TFEach State govern-
ment and unit of local government shall have a copy of each report
submitted by it under subseetion (a) or (b) published-in a newspaper
which is published within the State and has general circulation within
the geogruphic area of that government. Each State government and
) “unit of 16epl ‘covernment shall advise the news media of the publica-

»

tion of its reports pursuant to this subsection.])

Sec. 121 Repdrls on use of funds; Publicalion anld public hearings*®

]

(1) Rerokrs oy Prorosen Use or Fuyns—Each State yovernanent
and unit of local government which expects to reccive funds under
subtitle A or D for any éntitlement periad beginning on or after Jqnu-
ary 1, 197772 shall submit a report to the Seerctary setting forth the

v amownts-and purposes for which it propdscs to spend or obligate the
funds which 3t cxpects iv rveceive during such period as compared with
the use of similar funds during the twe immediately precedingentitle-
ment periods. Irach suchreport shall include a comparison of the
proposed, current, and past use of such funds to thérrelevant func-
tional items in its o/ﬁoiafbudget andl 8;166‘27"‘1/ whether the proposed use
is for a completely mew activily, for the expansion or continuation of
an existing activity, or for taz stabilization or reduction. Such report
shall be in such formy and detail as the Secrctary may prescribe and
shall be submitted at suth time before the beginning of the entitlement

* period as the Secretary may prescribe. ,

(b)) Rerowrrs ov-Use or Fuyns—£Each State government and wnit
of lneal governmint which veceives funds under subtitle A or D shall,
after the close of each enﬁﬂe?nen.{pf‘riod, submit a report to the Secre-

. tary (whirk report shall be available to the public for inspection and

_ reproduction) sétting forth the amounts and purposes of which funds

. reccived during such period have been appropriated, spent, or dbli-
gated and showing the relationship of those funds to the relevant
junctional items in the government’s offictal budget. Such report shall
further provide an explanation of all differences between the actual

C use of funds received and the proposed use of such funds as reported
to the Seeretary under subscetion (a). Such reports shall-be in such
form and detail and shall be submitted at such time as the Secrctary
muy prescribe. N ‘

(¢) Prorie Hevives Regrieen—

(P Pre-vrrorr urariye.~Not loss than 7 calendar days be-
fore the submission of the report requived under subsection. {(a),
each State government or unit of local government which capects
to receive funds under subtitle A or D for any entitlement period
beginning on or after January 1,1977, shall, after adequate public
notice. have at least one public hearing at whichcitizens shall have
the opportunity to provide written and éral comment on the pos-
sible uses,of such funds. .l _

(2) Pre-pideer nranie-—Not less than 7 calemdar days be-
fore the adoption of its budaet as provided for wnder State ond
local Taw, eaclt State gorernment or unit of locql govcrnment
: which expects to receive funds wunder subtitle A or D for any en-

titlement period beginning on or after January 1, 1977, shall have

Y
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at least one public hearing on the 7n'0]p030d use of funds made
available under subtitles A and D in relation to its entire budget.
At such hearing, citizens shall have the opportunity to proside
D written and oral comment to the body responsible for enacting the \
AN budget, und to have answered questions concerning the entire -
budyet and the relation to it of /umls_made available under sub-
_ titles A and D). Such hearing shall be dt a plgee and time that per-  F
L milemad encourages public attendance an participation..
C(3) Warvere—The prdvisions of parqgraph (1) may be
. wgived inoihole or in part in accordance with regulationy of the .
o Seofgtury if the cost of such a requirement would be unreasonably
burdiwsome in rélution to the entitlement of such State govern-
ment orwnit of local qovernment to funds made arailable under
subtitles A and D. The provisions of paragraph (2) may be .
waived in whkele or in part in accordance with requlations of the_-
Seervetry if thebudyet processes required under applicable State
* orlocal laws or charter provisions assure the opportunity for pub-
: -~ licutteadanee and pagticipation consemplated by the provisions of .
g ' this subsection:and a pertion of such process includes a hearing on
: the proposcd wse of funds made (waiz)zbl(: under subtitles A and D
in relation toits entire budpet.
‘ () Norwicarioy axp Punricrgy or Pusrie TIEarinGs; AccEss 10
\ i Boncer Svasary axn Probosgn azxp Acwrar, Use Rerogrs.—
' (1) Ix srverwi—Each Statesgovernment and unit of local
government which expeets to rmci{i‘g funds under subtitle A or D
for any cntitlement period beginning-on or after January 1, 877,
shall— )

(A) 30 days prior to the ‘public hearing required by sub-
< gaction (¢) (2)— + N : )
(i) publish conspicuously, in at least one newspaper of
qgeneral clrewlilion, the proposed use 'm%rt required by
subsection (a), a narrative summary. setting forth in

. simple language an cxplanation of its proposed officral
hudqget, and a notice of the time and place of 3uch public

. hearing; and
(ii) ‘make available for inspeotion and'reproducts
. the public (at the principal office of such State gov
ment or unit.of local govgryment, at public libraries, if
any, within the boundary such aunit of local govern-_
ment, and, in the case dff o State government, at the main
libravies of the pringfpal municipalities of such State) N
the proposed wse rghort, the narratife summary, its of- AN
fieal budget whifh shall specify with particularity )
earh -item inits §ficial budget which will be funded, in ' .
whole or in party\writh funds made gvailable under sub-
title A or Doand Nor, rach sueh budqget item, shall’speci f
. umount of such fdnds budgeted for that item and the
percentage of totallexpenditures for that itém attributa-
ble to such funds,; ayd ‘ :
(1) within 30 days af &y adoption of its budget as provided
Jor @der State or local lape— : .
1

*
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(i publish conspicuously, in at Tcast one newspaper of
=1 : general circulation, a narrative summary selting forth in
sim ple language an exptanation of ity official budget (in-
cluding an explanation o}f chapges fiom the proposed .
“budqet) and the rélationship of the use of funds made
available under subtitles A and D to the relevant funo-
tional items in such budget,; and ! o
(20) make such summary anailable foy inspection and
. - reproduction by the public.at the principal office of such
. . Stafe government or unit of local government, qt public
. librakies, if cm%) within the boundaries of suoh unit of
local government, and, in the case of a Statc government
. - at, the.main Uibtaries of the principal municipalitics o
. " auch State. - . i o

(8) Warver—~The provisions of paragraph (1) may be
waired, in whole or in part, with wespect to publication of the
- Jroposed, wse reports and the narrative summazries, in accordance

with requlations of the Seoretary, where the cost of such publica-

tan would be unreasonably burdensome in relation to the entitle-

v ‘ment of such State govermment or unit of local governiment to
fundg made availnble under subtitles A and D, or where such pub-

- lication i8 otherwise impractical or infeasible. In addition, the 30

N - dmy provigion of paragraph (1) (A) may be modified to the mini-
o . extent mecessary to comply with State and local law if the

"~ Necretary s salisfied with the-citizens\of the State or local gov¥'

- ernment will receive adequate notification of the proposed use of

bunds, consisteny with the intent of this section.

(e) Reporrs Provivep ro rug Governor.—A copy of each report,
required wnder subsections (a) and (b{? filed with the Secretary by a
unit of local government which receives funds under subtitle A or D
shall be provided by the Secretary to! the Governor of the State in
awhich the unit of local government i§ located, in such manner and
form as the Secretary may prescribe by requlation. :

(f) Pravyep ¥se Rerorr 10 ArEAwiDE QRGANIZATION — ALt the same
time that the proposed use report is published and publicized in ac-
cordance with this section, enoh unit of local gorvernment which is
within a metropolitan arca shall submit a copy of the proposed use
s v PRIt The avemvide organization in the metropolitan area which

T ds formally charged avith carrying out the provisions of section 204
of the Demonstration Cities and Metropolitan Development Act of
1966 (12 US.C 3334) : acction 401 of the Intergovernmental Cooper-
ation Act of 1968 (42 17.8.0. }231) ; or seetion 308 of the Housing and
Community Derelopment Act of 1974 (42 U.S.C. 461).

¢ L3

[SEC. 122. NONDIGCRIMINATION PROVISION. . -

[(a) In GesefaL.—No person in the United Statgs shall on the
ground of race, color, national origin, or sex be excluded from partici-
pafion in, be denied the benefits of, or be subjeeted to discrimination
under any program or activity funded in whole or in part with.funds
made available under subtitle A. ®* + - ‘ :

[(b) Aursorrry or Secrerary.—Whenever the Secretary deter-
. mines that a State government or unit of local.government has failed to

. B LY
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comply with subsection (a) or an applicable regulation, he shall notify

+ the Governor of the State (gr, in the case of a unit of local government,
the Governor of the State In which such unit is located) of the non-
compliance and shall request the Governor to secure compliance. 1f
within a reagonable period of time the Governor fails or refuses to
secure compliance, the Secretary is authorized () to refer the matter
to the Attorhey General with a recommendatioffthat an appropriate
civil action/be instituted; (2) to.excrcise the powers and functions
provided by title VI of the Civil Rights Act of 1964 (42 U.S.C. .
2000d) ; or (3) to take such other action as may be provided by law.

[(¢) Auriority o ATrorNEY GENERAL—When a matter isreferred .
to the Attorney General pursuant to subscction (b),or whenever he has
reason to belicve that a State government or unit of local government is
engaged in a pattern or practice in violation of the provisions of this
section, the Attorney General may bring a civil actionin any appro-
priate United States district court for such.relief as may be appro-
priate, including injunctive relief.] ‘

SEC. 122. NONDISCRIMINATION PROVISION.

(a) Proutmirion—(1) Iy Geyrrar.—No person shall, on account of
race, color, religion, sex, national origin, age, or handicapped stutus, be
cxcluded from participation in, be denied the benefits of, or be sub-.
jected to discrimination under any progrdm or activity o/a, State gouv-
ernment or unit of local government which government or unit receives
funds made available under subtitle A -or D). -The provisions of this
paraqraph shall be interpreted— ) -

(A) in accordance with titles I1, [1], IV, VI, and VI] of the
Civil Rights Act of 1964, as amended, title VIII of the Civil
Rights Act of 1963, as amended, and title IX of the Education
Amendments of 1972, with respect to discrimination on the basis
of race, color, rcligion, sex, or national origin, . )

() in accordance with the Rehabilitation Act of 1973 with
respect to discrimination on the basis of handicapped status; and
(O) in accordance with the Age Discrimination Act of 1975
with respeet to diserimination on the basis of age, notwithstand-
ing the deferred effcelivemess-of guch Aet. ‘

(2) Frcreriovs.— o . L

(A) Finiixe—The provisions of paragraph (1) of this sub-
section shqoll not upply where any State government or unit of
local gorcrnment proves by a preponderance of the evidence that
the program or activity with regpect to which the allegation of

« diserimination has heen made is not funded in whole or in part,
direetly or indirectly, with funds made available under subtitle
A or D, '

(BY Coxsrricrion rrojecrs Iv rrocrrss—The provisions of
paragraph (1), relating to discrimination on the basis of hand:i-
capped status, shall not apply with respect to construction’ proj-
ects commenced prior to January 1,1977.

() Avrnoriry or rur SkcrETiRy —

(1) Norice—Whenever there hns been—

(A) publication or reccipt of notice of a finding, after
notice and opportunity for a heargng, by a Federal or State
court, or by a Federal or State administrative agency (other

-
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thap the Scevctary wndey subpavayraph (BY), to the effect
that therve has been a pattern or practice of diserimination on
the basis of rare, color, religion, scx, national origin, age, or
Chandicapped status in any program or activity of a State
T qorcrnent or unit of local gorcrnment ashiclh government or
wnit receives funds wmade available under subtitle A or 1)y or
ARy ww determiniation that a State gorernment or unit of
local goicruient s not in complivnce with subsection (a)
(1) after an investiqation by the Swr-rn/a%, prior to a hear-
iy under paragraph (3); bt ineluding dn opportunity for
the State ‘gocernment or unit of local gorernment to make
a docwmentary submission regarding the allegation of dis-
“erimination or the funding of such program of activity with

. . funds made'available under subtitle A or D _
the Séeretary shall, within 10 days of such occurrence, notify the
(‘overnor of the affected State, or of the State in which an affected
wnit opdocal government (8 located, and the chief executive officer
of suck affccted unit of local government, that such State govern-
Lmont or unit of local government ig presumed not to be wn com-
“pliance arith subsection (a) (1), and shall request such Governor
Cand such chief ercoutive officer to seeure compliance. For pur-
poscs of subparagraph (AY, a finding by a Federal or State ad-
ministrative agency skall be deemed rendered after motice and
opportunity for a hearing if it is rendered pursuant to procedures
consistent with the provisions of subchapter Il of chapter 6,

title 5, United States Crode. ' ’

(2) Vorrxragy conrrravce—M the event the Governor or the
chicf crcoutive offiver sectircs compliance after notice pursuant to
paragraph (1), the terms and conditions with which the affected
State government or-unit or local government agrees to comply
shall be set forth in writing and signed by the Governor, by the
chicf exeentive officer (in the cvent of a violation by awnit of local

- govirnment), and by the Secretary and the Attorney General. At
least 15 days prior to the effective date of the agreement. the Sce-
retary shabl send a copy of the agreement to each complainant.if
any. with respect to such violation. The (Fovernor, or the chicf
cxceutive officer in the event of a violation by a unit of local
worcrument, shall file semiannual reports with the Secretary and
the Attorney -General detailing the steps taken to comply with
the agreement. Within 15 days of veéeipt of such reports the See-
retary shall send a copy thereof to each such complainant.

T A3) SrSPEYSIOV NP RESUMPTION OF PAYVMENT OF FUNBS.—
(1Y Sespeysioy arrer xoricr—-1f, at the conclusion of 90
days after notification under pavagraph (1)—

(7Y « complianee agreement has not heen entered into

wnder /)r/)'//(//'///)-/‘i (2y. ) E
(i1} complianee hias mot heen scenved by the (forvernor
of that Stute or the ehicf ercewtive officer of that unit of

local yoremiment, and ,
(/Y anadminigtrative lmr judge has not made adeter-
mination wnier paragraph: (4)(A) that it is likely the

Q - a 02
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State gorerwment or unit of local government will prevail
on the merits, ‘
o the Secretary shall notify the Attorney General that com-
- pliance has not been secured and shall suspend further pay-
ment of any funds under subtitles A and D to that State goe-,, .
crnment or that unit of local government. Sueh suspension
shall be effective for a period of not more than 120 duys, ov, if
o there i% a hearing un(ﬁr paragraph (4) (B), not more than
30 days after the conclusion of such hearing.
(B) Rrsumpaion or PAYMENTS SUSPENDED INDER SUBPARA-
orart (1) —Payment of the suspended funds shull resume
only if— v
’ () such State government or unit of ldecal governmnent
enters into a compliance agreement approved by the
Secretary and the Attorney General in accordance with
Ve paragraph (2) ;
/ (1) such State government or wnit of local government
/ complies fully with the final order or judgment of a Fed-’
“ eral or State court, if that order or judgment covers all “
the matters raised by the Secretary in the notice pursuant
. to paragraph (1), or i3 {ound to be in compliance with
subsection (as) (1) by such court; or o
(¢ii) the Secretary finds, pursuant to paragraph (4)
(B), that noncompliance has not been demonstrated. °
(C) SusrevsioN UPON ACTION BY ATTORNEY GENERAL— v
W henever the Attorney (Yeneral files a civil action alleging a
pattern or practice of discriminatory conduct on the basis of
race, color, religion, sex, national origin, age. or handicapped
status in any program or activity of a State gowcrnmnent or
unit of local government, which State government or unit of
tocal government receives funds made available under sub-
title A or D, and meither party within 45 days after such
filing has been granted sueh preliminary relicf with regard to
the kuspension or payment of funds as may be otherwise avail-
able by law, the Secretary shall suspend further payment of
any funds under subtitles A and D to that State qovernment
or that unit of local government until such time us the court
orders regumption of payment.
(4) Hrarivegs; oTHER ACTIONS.—
(A) Pretoqivary nearive—Within the first 30 days after
notification under parayraph (1) (B), the State gorerpment
. or unit of local government may request an expedited prelim-
inary heam'n/q by an administrative law jm[f]e m order to
determine whether it is Ukely that the State government or
- unit of local government would, at a full hearing under sub-
: paragraph (B3) of this paragraph, prevail on the merits-on
the 1ssue of the alleged noncompliance. Such judge shall
render a finding hereunder within the 90-day period after
notification under paragraph (1) (B). A finding under this
subparagraph by the administrative law judge in favor of
the State govermment or unit of local government shall defer
the suspension of funds under paragraph (38) until the 210th
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day after the fssnanee of « notice of noncom plinnee under
paragrapl (1) (8, or untid 0 days after the conclusion of
hearing on the merits under subparagraph (B) of this para-
graph. . ‘

(B) Comrriaxce uparive.—At any time after notification
under paraygraph (1) but bejore the conclusion of the 120-day
period referved to in paragraph (3)ed, a Seate government or
wnit of local yovernment may roquest a hearay, which the
Secrctary shall initiate within 30 days of such request. The
Neeretary may also initiate « hearing in case of a finding in
favor of @ State governnwnt orunit of local government un-
der subparagraph (A) of this parayraph. Within 30 days
after the conclusion of a hearing under this subpuragraph, or,
in the absence of a hearing,within 810 days after issuance of «
notice of noncompliance under puragraph (1), the Secretary
shall make a finding of ¢ompliance or noncompliance. If the
Secretary makes a finding of noncompliance, the Secrctary
shall (i) notify the Attorney General of the United States in
order thut the Attorney Generul may wnstitute a civil action;
under subsection (c), (i&) terminate the payment of funds
under gubtitles A and B, and, (iii) if appropriate, seck repay-
ment of such funds. If the Secretary makes a finding of com-
pliance, payment of the suspended funds shall reswme as
provded in paragraph (3) (B).

(5) Jviciar veview.—Any State government or unit of local
gorvernment aggrieved by a final determination of the Secretary
under paragraph () may appeal such determination as provided
wn section 143(c). .

(¢) Avruoriry or Arrorvey Gexerar.—W henever the Attorney
General has reason to believe that a State government or unit of local
government has engaged or is engaging en a pattern or practice in
violation of the provisions of thig section, the Attorney (Fencral may
bring « civil action in an appropriate United States district court.
Such court may grant as relief any temporary restraining order, pre-
liminary or permanent injungtion, or other order, as necessary or
appropriate to insure the full enjoyment of the rights described in
r;:w sectiony including the suspension, termination, or repayment of
funds made available under this title, or placing any further pay-

“ments under thig title in escrow. pending the outcome of the litigation.

() Acrervpxrs Berwery Jdovxcies—The Secretary shall enter

into agreements with State agencics and with other Federal agencies

ERIC

Aruitoxt provided by Eic:

authorizing such agencies to investigate noncompliance with subsec-
tion (ay. The agrecments shall deseribe the cooperative efforts to be
wndertaken (ineluding the sharing of.civil rights enforcement per-
sonnel and resources) to secure compliance with this section, and shall
provide for the immedinte notification of the Secretary by the Attor-
ney Gencral of any actions instituted under subsection (b)(3)(C),
subscetion (¢), or under any other Federal civil vights statute or regu-
lutions issued thereunder.

SEC. 123. MISCELLANEQOUS PROVISIONS.

(a) AssURANCES To THE SECRETARY.—In order to qualify for any
payment under subtitle A for any entitlement period beginning on or
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after January 1, 1973, a State governnient or unit of local government
mst establish (in accordance with regulations prescribed by the Sec-
retary, and, with respect to a unit of local government, after an -
oppertunity for review and comment by the Governor of the State in
which such unit is located) to the satisfaction of the Secretary that—

(1) it will establish a trust fund in which it will deposit all pay-
ments it receives under subtitle A or 1) )

(2) it will use amounts in such trust fund (including any -
interest ‘earned thereon while in such trust fund) during such rea-
sonable period or periods as may be provided in such regulations; _

[(3) in the case of a unit of local government, it will use amounts “
in such trust fund (including any interest carned thercon while in
such trust fund) only for priority expenditurcs (as defined in
section 103(a)), and will pay over to the Secretary (for deposit
in the general fund of the Treasury) an amount equal to 110 per-
cent of any amount expended out of such trust fund in violation of

- this paragraph, unless such amount is promptly repaid to such
trust fund (or the violation is otherwise corrected) after notice
and opportunity for corrective action(;i]

(4) 1t will provide for the expenditure ¢f amounts received
under subtitle A only in accordance with the/laws and procedures
applicable to the expenditure of its own revenues;

(5) it will—
(A) use fiscal, accounting, and nadit procedures which
conform to guidelines established [ 1erof0rg, in conformity
with subsection (c) of thiz sectionyby the Secretary (after
consultation with the Comptrollef Genera# of the Unijted .
. States), and conduct independent/financial audits in acc -
ance with generally accepted auditing standards as required
by paragraph (2) of such subsection,
(B) provide to the Secretary/(and to the Comptroller Gen-
eral of the United States), on feasonable notice, access to, and
the right to examine, such bgoks, documents, papers, or Tec-
ords as the Secretary may r¢asonably require for purposes of
reviewing compliance witl/ this title (or, in the case of the
Comptroller General, as tile Comptroller General may reason-
ably require for purposeg of reviewing compliance and oper- .
ations under subsection {c) (2) ), and
(C) make such annfial and interim reports (other than
reports required by s¢ction 121) to the Secretary as he may
reasonably require; ; ’

(6) all laborers and fechanics employed [by contractors or
subeontractors] in the perfornance of work on any construction
project, [25 percent of more} of the costs of which project are
paid} which i funded/in whoke or part out of its trust fund estab-
lished under paragraph (1), yillhe paid wages at rates not less .

than those prevailing on simNar Construction in the locality as
determined by the Secretary df Labor in accordance with the
Davis-Bacon Act, as amended {40 U.S.C. 276a—276a~5), and that
with respect to the lahor standards specified in this paragraph the
Sceretary of Labor shall act in accordance with Reorfranization -
Plan Numbered 14 of 1950 (15 F.R. 3176; 64 Stat. 1267) and sec-
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tion 2 of the Act of June 13, 1934[[, as amended (})40 U.S.C. 276c)

y except that nothing in this sitbsection sha e construed to

cover work performed by a state or local jurisdiction with its own

regular, permanent laborers or mechanics

(7), individualssemployed by it whose ‘wages are paid in whole

or.in part out of its trust fund established under paragraph (1)

will be paid wages which are not lower than the prevailing rates

of pay for persons employed in similar public occupati‘onsfiy the

same employer: and )

. (8) in the case of a unit-of Jocal government as defined in the,

,second sentence of section 108(d) (1) (relating to governments of

Indian fribes and Alaskan native villages), it will expend funds

received by it under subtitle A for the benefit of members of the

tribe or village residing in the county area from the allecation of

which funds are allocated to ¥t under section 108(l) (4). ‘

Paragraph (7) shall apply with respect to employees in any category

oply if 25 percent or more of the, wages of all eniployees of the State

government or urfit of Joeal govermmnent in such eategory are paid from
the trust fund establiched by it under paragraph (1).

(b) WrringonpiNe or Paysmenrs,—If the Seeretury determines that

a State governnient or unit of local governinent has-failed to comply

snb<tantiallv with any provision of subsection {a) or any regulations

prescribed thercunder, after giving reasonable notice andyopportunit_v

for a hearinge to the Governor of the State opr the ehief executive officer

of the unit of local government, he shall notify the State government

or unit of local government that if it fails to take corrective action

within 60 days from the date of receipt of such notification further
paynients to it will be withheld for the remainder of the entitlement
peviod and for any subsequent entitlement period until such time as
the Seeretury is satisfied that appropriste corrective action has been
taken and that there will no longer be any failure to comply. Until he
is satisfied, the Seerctary shall make no further payments of such
amounts.
(¢) AccounTting, AupITING, AND EvaLUATION — ,
(1) In cexerar—The Seceretary shall provide for such [ac-
counting and auditing procedures] awdits. evaluations, and re-
views as may be necessary to insure that the expenditures of funds
“ receivggdl under subtitle A or /) by State governments and units of
local goverhment comply fully with [the] requirements of this
title, Sweh awdits. evaluations, and veviews shall include such inde-
pendent aqudits as may be required pursuant to paragraph (2).
*  The Secretary is anthorized to accept an audit by a [State of such
expenditures of aJ State goyernment or unit of local government
of itg erpenditures if he determines that such audit was conducted
in compliance with puraqgraph (2), and that such oudit and the
audit procedures of that State gorernment or unit of local yovern-
ment are sufficiently reliable to enable himn to carry out his'duties
under this title. .
» [(2) CoMPTROLLER GENERAL S8HALL REVIEW COMPLIANCE.—The
Comptrolier General of the United States shall make su:ah/r%ews
of the work as dope by the Secretary, the State governmegnts, and

39 44¢ 765
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1 the units of local government zxs’\mny be necessary for fhe
|-gress to evaluate compliance and)|operations under this title.]
 (#) Inpepenoent avprrs—The \Sceretary shall, after consulta-,
' tion with the Comptrollgr General\promulgate regulations to take
effect not later than March 31, 197X, which.shall require that each '
" State goverwnwnt and wnit of locdd yovernnwnt rceeiving funds
under subtitle A or D conducts duying cach fiscal year an audit
, \of fits financial accounts in accorddnce with generally accepted
_fgilditing standards. Such reyulations shall include such provi-
8igng as may be necessary to ussure, independent audits are oon-
dlhcted in accordance with such stdndards, but majy provide,
fpr less formal reviews o f financial information, or less frequent
qudits, to the extent mecessury to engure that the cost of such
fudits not be unreasonably burdensomd in relation to the entitle-
ent of such-State yovernment or unit of local government to
Funds available under subtitlcs A and ). Such regulations shall
further provide for the arvailability td the public of financisd
statements and reports on audits or inf mmllyxwiews conductetl
under this paragraph for inspection and reproduction as public
documents, - . ~ .o
(3) COMPTROLLER GENERAL SHALL RuVTEW comPLIANCE—The
Comptroller General of the United States shald make such reviews -
of the work as done by the Sceretary, the State governments, and /.
the units of local g'ove’ancnt as nay be necessary for the Congress
to evaluate compliance and operations under this title, -
(d) » Spcrwrary or rur Treasury.—T he Secretary
dielude with the report required unde@section
e Congress on the implementation and adminis-
dton of this Actldvring the jm: ; /{‘i«icuj year. Such report shall
include, but-not-be likuiled to, a com ensive and detailed analysis’
of the following Y p
(1) the mgasures\taken tgtomply with seotion 128, inchuding a
descriptionjof the naure ghd extent of gnynoncompliance and the
status of 7¢ pending ogrfplainis;

€.

. PR .

(2) thejextent tobhich citizens in recipient jurisdictions have
become ifvolved 3 the decisions determining the expenditure of
Funds regeived yhder subtitles A gnd' D ; ,

(3) the extént to whichrecipient jurisdictions have complied
with section 183, including wdescriptionof the nature and extent o
any noncompliance and of measurss taken to ensure the independ-
enae of audits conducted pursuand to subsection (c) of such section:

(4) the manner in which funds distributed ynder subtitles A

- and D hawe been used, includingthe net flscal impact, if any, in
recipient purjsdiotions; and -

(5) significant problems arising inhe administration of the Act
and proposals to remedy . such problems through appropriate '
legislation. A

(e) Prousirion or Use ror Lorsying Purp se8.—N o State govern-
ment or umit of local government may use, diredtly or wndirectly, any
art of the funds it receives under subtitle A or or the purpose of
bhying or other activities intended to influence any leguslation re-
garding the provisions of this Act. For the purpose of\this wbeecte’on/

. ' _ N
¢ N \ “ /
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dues paid to National or Stute associutivns shall be deemed nof to have
been paid from funds reccived under subtitle A or 1.
SEC.'124. COMPLAINTS AND) COMPLIANCE REVIEWS.

w8hing— /)

(1) greasonable and specific time limits for the Secretary or the
gppropriate cooperating agency to respond to the filing of a com-
plaint by any person al%egéng that a S]tate government or unit of
local government is in violation of the provisions of this Act, in-
cluding time limits for tnstituting an investigation, making an
gppropriate determination with respect to the allegations, and ad-
vising the complainant of the status of the complaint} and .

(2) reasonabile and specific time limits for the Secretary te con-
duct aidils and reviews of State governments and units of local
/ gojernment forpeompliance with*the prosisions.of this Act.

'SEC. yb5. PRIVATE CIVIL ACTIONS.

(a) In any action brought to cnforce com pliance witlh any provision
of this Act, the court may grant to a prevading plointiff reasonable
uttorney fees except where the laesuit is frirolons, recatious, brought
for harasgment purposcs, or brought principally for the purpose of
yaining atlorney fees. . IR

(b) Inrenvevrioy u¥ Arroryey Gryerar.—In any action brought
to enforce compliance with any, provision of this Act, the Attorney
Geneval, or a specially designated asdistant for or in the name of the
["nited States. may intercene wpon timely application if he cerfifies
that the action is of general padlic importunce. In xuch uction the
! 'nited States shall be entitled to the same relief as if it had instituted
the action. , .

Jesta

Subtitle C—General Provisions ’

SEC."141. DEFINITIONS AND SPECIAL RULES. o

(n) Secrerary.—For purposes of this title, the term “Secretary’”
means the Secretary of the Treasury or his delegate. The term “Secre-
tary of the Treasury” means the Secretary of the Treasury personally,
not including any delegate. ' . »

(b) ExrmiremexT PErron.—For purposes of this title, the term
“egfftlement period” means— _

' (1) Tfm period beginning January 1, 1972, and ending June 30,

1972. .

(2) The period beginning July 1, 1972, and ending Decem-
ber 31, 1972, ’

(3) The period beginning Junuary 1, 1973, and enging June 30,
1973. T

(4) The O?E(Nperiods beginning on July 1of 1973, 1974, and
1975. . )
" (5) The Deriod beginning July 1, 1976, and ending Decem-
bee31, 1976. - -

(6) The period beginning on January 1, 1977, and ending Sep-
tember 30, 1077. .
. (7) The one-year periods beginning on October ! of 1977,
1978, and 1979, - '

7

b’)y March 31, 1977, the Secretury shall promulyate regulalions
2l '

!
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(¢} Distrior or €0Lumsra-—For purposes of this title, the District
“of Colugnbia shall be treated both.— N
’ * (1) as a State (and any refeggmnce to the Governor of a State
shall, in the case of the Districtig¥iitumbia, be treated as a ref- .
4 erence to the Mayor of the District ot uvb‘la) ,and » T el
: (2) as a country ares which has no f’" ' local government-
) . (other thu%tsélf*’) within its'geographic artegy W, ' ‘
<> - SEC. .142. REGULATIONS. ' N ) _
. gu]at'io'ns .

-

/ (!L).GI'ZNI')RAE'B,‘UJLF..—TIIE“ S('é‘rc:ta,ry/shal] prescribe'8s
%‘;may be@cessary or appropriate to carry out thé\growigifths of this
g (‘l.. . i v 7 - . L] - - B

o

RN (h)ﬁ‘AbMINIS’I‘TLA'I‘I\"’E%J%ROC%:I)URE Acr To Apey.~THwgiikline ’
~provisions of subchapter 1T of chapter 5 of title 5 of the Unitil jiueiiine,,,

Codo shall apphy-to the regnlations prescribed 1 der this’titi forenag?

- ¢ titfement periods beginning on'or after January 1, 973. %

=S5

. ''SE€. 3. JUDICIAL REVIEW.: .2~ <. £
- (2) Prrrrions fok Reviswi—AAY State which receives #hotice of :

reductiondn entitlemdt under; seetion’ 107 (b), and any St ¢ or unit '

.. - of local governmjent which receives, a notice of withholdiffg of pay-- -
-~ ments under section [104(b)'or] 123(15), may, within 60 dg#s afser re-

© cciving sich notice, file with the "United States court of appeals for .
" “the cireuit in which such Stat® or unit of lacal goyernment is located N
. a“petition for review of the action of thé Secretary. A copy of the peti- ,
—— " tion shall forthwith be transmitted 4 the Sécretary ; a copy shall also .. -
forthwith be transmitted to the Atforngy General: ’ o

" (b) Recorn—The Secretary shall file'in the court the/record of the " .
_ .procegding on which he based hig action, as provided in sgetion 2312
< oY tit¥ 28, United States Code. No objection to°the actjon of tlfe Sec- -

retarv shall ‘be_considered by the court unless suclr objection has been.

/ . urged Lefore the Secretary. .- ., o ) S
: ()" Jorsnieriox 'or Courr.—The ¢ mrp+SRall hjurrsdl‘ctlp‘n to ¢ -
. afirm-or modify the action of the Secfetary or to st g aside in whole, B

“or in part. The findings of fact Uyd#fie Secretary, if sERbouisddy Ry
s stantial evidermce contained incthe record, shalt*bef comclusive: Iow-
- ever, 1f any finding is not siipported by substantial widence contained
in the record, the court may remand the case #h the Secretary 4o
~ take further evidences-and the Secretary may thefeupon make new or R
‘o hioditie] #ndings of fact and may modify his previous actions. He v
Hall coptifysto the court the.record of anwfurther proceedings. Such -+
Co T new ar modified, findings of fact shall likewigé be -eonclusive if sup- Y
¢ parted by substantial evidente contdined in th

.

I mecord. . .

) Review sy Scerevr Courr—The-jadgment of the (?,fburt shall

‘ B¢ subject to teview by the Supreme Court 6f the United States upon

ertiorari.or certification, as provided .in-sectron 1254 oI titke 28,
o ~ Lnited States Code. - . - .. Coe
SEC. 144~ N\UTHORITY TO REQUIRE INFORMATION ON INCME TAX -

. «. = RETURNS. o ey Coe

~ {a).GENpraL, Ronp—- i /: e " S ‘
- T (L) INvorMATION WITH RF})ﬂ{C’I‘ TP-PLACE OF RESIDENCE.—Sub?
4 [ palt B of part IT of subchapter A of chapter-61 of the Internal

. . 0
R " . N . "
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Revenue Code of 1‘)’54 (rolatmg to income tax returns) is umended—- 2
B, by adding at the end thereof the fol]owmg new section :

#\“SEC. 6017A. PLACE OF RESIDENCE. c

% ‘ﬂn the case of an mdnlduu] the” information required on any .-
Bturn with respect to the taxes 1mp0qed by chapter 1 (%or any peripd
af ! include information as to the State, cqunty, municipality, and
Wigpther unit of local gov ernment in which t%e taxpayer (and any

Bndividual with respect to whom an exemption is.claimed on sueh |

eturn) resided on one or more dates (determined in the manner pro-
dvided by regulations prescribed -by the Su,xetary or_his delegate)
| Zduring such Seriod.”
] (Jx)x RICAL, AMENDMENT.—The table of sections for such-
suhpart B is amended by adding at the end thereof the fol]ong

« - “Sec. 801TA. Place of residence.”

(b) Crvn, Pevavry.—- ‘
(1) IN aENFRAL—Sube lmpter B of chuptm 68 Of the Internal
* Revenue Code of 1954 ixdwended by adding at the end thol(,og/
the following new sectién:

“SEC. .6687. lAILURF TO SUPPLY INFORMATION WITH RESPECT TO
- PLACE OFRESIDENCE. -

“(a) Crvit. Prxanry. —Tf/fﬁﬂ person fails to inc Tude on\h]s return -
any information required under section 6017TA with respect. to his -
plice of -residence he shall pay a penalty of $5 for each such\ failure,
unless it is shown that-such failure is due to rearonable cause

*(b) DerrcirNey I’nm\(m res Now-Fo--Arery.—Subehaptes B of
chapter 63 (relating to deficiency- proood”‘noq for income. estate, gift,
and chapter £2- taxog) shall no&ﬁé:[v;]) in respect of the nssessment or

W

¥

{

collection of any penalty imposed by subsection (a).
‘ (2) Crerican AMFENDMENT.—The table of sections for mch sub—
. chapter.l3 is amended by adding at-the end thereof the following:

¢ Sec. 6687 Failure to supply inforrﬁ&%m with respect to place of LR
_residence.” ~

Y e Subtztle D——Supplemental Fisea[ Asszstance o :

\ v 'SEC. 161. SHORT TITLE .
¥ Lhis wbmic may bé gztcd as “the*t Suppiomm/a? Fiseal Msesfance .
At of 1976, R
SEC 162. I’AYMF\TS TO STATE AND LOCAL GOVER‘{ME’\ITS - . -
L FEurcept as otlwmozée(fnomdwl i this title, the Secketary shall.-for
. .. euch entitlement perio beginning on or aftcr J anua Y 1, 1977 pay -~
C o out of the amounts authi zed under section 105(c) (1) ry;hwh are not
e wed for distribution under subtitle A, and out any additional
amoynts appropriated under scetion 163 (b)), to each cligibls State gov-
ernmont, and to each eligible unit of local (ﬂ)[ cruinent, an amown? de-, .-
twnmnm’ wyndet section 164 for such perdod. Such pm/meﬂt.q shall be s
aade in inslollments. but not loss often thun oncefor each qua/f(»r,
and shadl be puddsnot lager than s duys aftey the ose of ecach quarter.
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Nl weyments for any eolitlement poriod may he mitially made on
o e busid of estimates. Proper ad justment shall be made in the amount
b uny pament to a State government or a unit of locel government
to the ewtent that the payments previonsly madeto such government
" uader this subtitle weee in cacess of or less than the amounts required
to be [/rlfr/. ) ' i . , 0
“SEC. 163. FUNDING. * Ry ’
~. “(a) ENTireemenr.—~There shall be available for distribution un- |
_der this sublilte: ms—an.calillement. any swmns duthorizd under gec- |

. tion 105 () (1) ivhich edtead——= . -
(1) SE8YIINONQO for the entitlement period beginning Jani- ‘
S ary 1. 1977, and ending September 30. IH77 : or . ‘

w(2) $6.500000.000 for any entitlement period, of 13 months
, duration thercitfter. -
R “(B) Aurmorizarion.—1In addition to the sumns avatlable wnder
_&ulscetion () there are anth riged to-le appropriated sueh «ms
e xR pres iy deem. nw(*es.n'(xy to~adequately fund the programn
' et thlisloud by thss wirht it e, T . .

P
SEC. 161. ELIGIBILITY : DETERMINATION OF AMOUNT OF PAYMENTS.
(a) Jeranit ity No State gorernmentt shall be eligible to receire
Cpagments undepsthis subtitle wnless, with respect to gn entitlement
Juiod, its eptotleme nt under section 167 excceds its entitlement under
sction 107, Mo wnit of local yovernment-shal 6% eligible to receive
pyments under His waibtitle unlesse with vespect Lo an éntitlement

. period;its en!itlement vader section 168 exceeds ifs entillement under
setion 108. * ., & N ! - ’
(h) Pavueer or rrcess—Ercept as provided in subsection (o) the .

Scevctary shall pay--- U
(1) to cack State gorernment eligible under subsection (a), an
amount eyual ty the amount by wkich its entithement under sec-
tion 167 eawcccds ifs polittement under section 107 ane .
RN 2) to cacle uhit of local gorernment eligibleaender aubsection -
g " (a) anamount cyual to the amount by which its entitlement under

soction 168 cxecods its entitlement wndép section 108, *
(¢)y Lrgrrarioys.— . . * '

L) Learisie wevrcriovs. 1 f the sums arailable under section
1023 () il (b)Y Jow any entitlement peiod fortmalking poymants
- . wnder this subtithe 1o State governments and nunits of local gouern-

’ ment are wol saflicint 1o pay i frll the total amonwnt of payments.
agthorized by subsection (b)Y of this cection’ for that entitle- .
ment period thei el sueh payment jor such period shall be
yutably rediecd . Incase additional funds heeomg arailable for
- wakivy souch peypments forsaniy cnbitten ent period-during which,

the prece diveg sqotene is /1/»];/fﬁ¢/_/1'7/', s1eh r(’(éu.m;/l payments shall
bo inereased o the same basis as they were reduced .

(.?), D ivueyr tess raax 82500, 0k GorrnyING BODY WAIVES '
pavusve, Lj (hut for this subparagraph) the payments to any
wnitaf local  gorcpwwent below the level of “the county
GOttt ‘ .

}

. . (Y would be less than 82500 for-any entitlement period :
S . ($1.805 Jor an entitlenent proerod of 9 montls), or 4
_ N - . J N o A s
~ S -
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(17 i ealved forany calitlement period by the gocrriing
hody of such wnit, )

Cthen the aneount of such payment for such peviod shall (inliew of
being guiid to-such anit) be added to, and shall become a part of,
the payment for such period to the county government of the
coundy area in which*siel unit is located. -

SEC. 165. MANAGEMENT OF FUNDS.

(u) Mavsormeyr.—

W) I ceveraL—Funds appropriated pursuant to section- 16.3(b)
shall remivon acailable without flscal year limitation and, except as
provided M (his Litle ! may be wsed only for the payments to State and

- loeal gorernmnents ag provided by this subtitle. '

.

() /x’/','/w/x’l'.‘-..T/:« Secrctary of the Treasuty shall report to the

Clongross not than January 157 of eqeh year on the operations and
pryments under (hgs subtitle during the preceding fiscal year.

(Y Twravsween go Gevvrsr ['ryo—The Sceretery shall from time to
time transforto the general fuadl of the T reasury any moneys available
Tor this subtitle wwhich he determines. iill not be needed to make pay-
//m/‘n/.\» to Stute gorcrmments and units of local government under this:
withtitle, .

SEC. 166. COMPUTATION OF ALLOCATION AMONG STATES. ,
Anowmannt cqual to the amouwat midhorized under section 105(¢)

Iy for eaeh cutiloment period whith is not resereed for distribution

wndevsthis subititle shitl be allocatéd amaong the States ag follows .

(i) rrnocarioy oy Bysis or [veoye I7arror—Forty percehil of an
amonnt ecquol ta the genount outhavized under geetion 105(c) (1)
for amy ent Hement jeviod wbich is not peserved for distribution
wnder this subtitle shatl 8¢ allocuted among the States in the same
/l'/'u/uu'//'u;/ (15—t ' \'

(1) the population of each State, multiplied by the income fac-
lor of that’ State, hears to

(2Y the sum of the products detcrmined wunder subparagraph
(1) for all States, - _

(Y Avrocarioy o Bses o Tax Eerowr Facror—Sizty percent
of an ameonunt equal to the amaount wuthorized under section 106 (¢) (1)
for aniy entitlement period irhich is not reserved for distribution wnder
this subititle shall he allocated ameong the States in the same proportion
ag the amount ulloeahle to coch Ntate aunder subseetion (¢) of this
seelion bears to the sum of the amonnts allocable fo oll States under
subseetion (Y of {higkection,

() Drrerviy criox or Arioc iy Asoryr-— _

(1Y Iv cryvwtn—Far purpases of sulsection (hY of this sec-

v tion. the amount allocable to a State under this subsection.for any

cntitlement period shall be determined under paragraph (8),
crcept that swel amonnt shall be determined under paragraph (3)
if the amoun? allocable to it under paragraph (8) is greater than
the amount alloeable to it under paragrank ().

(Y (VENERAL-TA ¥ FEPORT AMOrNT.-=F0p purposes of paragrops
(1Y, the amount allneahle to a State under this paraqgraph for any
entitlement period is the amoant which hears the same ratio to the
total amount allocable_under subsection (B ng—

"y : Y
[
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(A) the opulahon.of that State, muluplwd by the general

tax effort actor of that State, bears to
(B) the sum of the pwducts determined under suppara-

graph (4) for all States.
(o’ INCOME TAX EFFORT AMOUNT —~Fon purposes of paragyaph
(n, th(' amount allocable to a State under this paragraph for any
entitlement period is the amountwhich bears the same ratio to the
. totul umount allocable under subsection (b) as—

(A) the population of that State, multiplied by the income

tax effort factor of that State, bears to

: (B} the sum of the product& determined under subpara-

graph (A) for all States.
SEC. 167. ENTITLEMENTS OF STATE GOVERNMENTS.

v (a) Division Brerweesy Stare axo Locar Goversuryrs.—The State -
government shall be entitled to rcceive one-third of the amount allo- .
cated to that State for each entitlement period. T he remaining portion
of each State’s allocation shall be allocated amony the wnits of local
government of that State as provided in section 168.

() Srare Must Muaivraiy Tpanvsiens, ro -Locar GoviRNgENTS.—
(1) Gewerst krore—The entitlement of any State gorvermment
for any entitlement period beginning on or after Janvary 1, 1977,
shall be reduced by tﬁ(’ amount (if any) by which—

(A4) the a'uara.g/\ of the aggreyate amounts transferred by
the State governiment (out of i3 own sources) during such
period and the preceding entitlement period to all unils of
local government in such State, 18 legs than,-.

(B) the similar aggregate dmount for the one- ymr period '
beginming July 1, 1975, or until data on such period are avail-
able, the mast recent surh one-year period for whzch data on
such-amounts are available.

For purposes of subparagraph (A), the amount of any rm’um‘zon
i the entitlement of a State gorernment under this subsection
for any entitlement period shall| for'subsequent entitlement peri-
~ - 08, be treated as an amount /mne/( rred by the State government
(out of its oarn gonrees) durjng such period to units of local gov-
ermnent in such State. .
(2). ADJUSTMENT SWHERE STATE ASSUMES RESPONSIBILITY POR CATE-
Gory o1 EXPENDITIRES~1f the State gorcrament establishes to
the w//vfan/mn of the Sceretary that gince December 31, 1976, it
has assumed re K'/)mlw/)z///l/ for a_category of vr/)en(h/nrm awhich '
(hefore Jannary 1, 1977 was the responsibility of local govern-
ments locateod In sueh Ntate, then, under requlations preseribed by
the Se mw‘uz'g/. the aggreqgate amount taken into aceount under
parmgraph (1Y (RY shall Le reduced to the evtent that increased
State qorernment spentling (onut of its own gources) for such
cateqory has replaced corresponding amounts which for the one-
year perind wtilized for purposes of paragraph (1) (B) it trans-
jnrm/ tounits of loeal qorermnent, &
(3) Aparsrarar wirre Xew TAXING ZRBIER 1 CONEERRED UPON )
LocAL GOrreNyMEvrs.- -1 f a State estab, ",u" to the satisfaction of*
the Secretary that sinee Jannary 1. 197 .
gorernment within such State e had conferred upon them new e

Qe or more units of local
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taring authority, then undcr regulations preseribed by the Secre-
tagy, the agyrequle camount laken inlo account under paragraph
(I)‘KB) shall be reduced to the extent of the larger of— .
(A) an amount equal to the amount of the taxes collected:
bipreason of the ereccise of such new taxing anthoriy by such
. ‘ Lo i)\g\l(/()l‘l')')l,llll nis or
(1) an amaqunl cqual 1o the amount of the loss of revenie
to the [State by reason of such new taxing authordy being
canferred on such local gurermondals, '
Noamaunt shall be takeen into copsideration under subparagraph
(1Y &f such nexe taring anthordy s an inepease in the authorized
rate of tar wndne w prcciously wuthoyized kind of tax, unless the
State is determined by the Seereldry to ltave decreased a related.
Stule tar, ‘ ‘
() NeECIAL wiLr por prion BEGINNING Janvary 1, 1977.—In
the cuse of the entiement riod beainning January. 1y 1977,
and cadivg September i, 1977, Che aygregate amownt taken info
account woder paragraph (1Y (LY for the preceding entitlcment
period and the aygreaatc amount taken into account under para-
] graph (1) (1) shall be three-fourths of the amounts which (bt
; fortlis paragrapl) would be taken intg aceount,
3) Rencerioy iy exririesesr—Ilf the Seeretary has reason to
beliere that paragraph (1) requires a rednelion in the entitlement
of any State gorcrnment for guy entitlement period, he shall gire
cogrsonalile notice and opportunily for hearing to the State. [f
theveafter, he determines that paragraph (1) requires the redue-
ton of such entitlement, he shall a/so determine the. gmoun! _of

sieh reduction and shall notify the (Gowernor of such State of such
determinations and shall TTRTONG from snhsequenl paymer

sueh State gocernnient wnded /8 I’jl’le an amount eqial to.such
reduction, .

(6) TRANSEFLS T0 LocAL covEryggyTs—An amount equal to the
reduction in the entitlenent of gfiySTatbgo rernment iwhich resnlts
Trom the application of thisdQhscetion (after any judicial review
wnder section 143 shall be madle available for distribution to local
cgovernments i thin the Ntate in accordance with section 168, In
the crent it beeawse of Limits imposed by section 168, any por-
Howof such amount is wol properly allocable to local gorernments,
sueh portion shall be trapsferved (o the general fund of (he
7‘['!'//.?'/)'.1/, »
SEC. 168 ENTITLEMENTS OF LOCAL CéVERNMENTS.

() Arroecriov Asoxe Corvry Aneas—-The amonnt to be allocated
to the wuits of locul gorernment within a State for any entitlement
period shall be alloeated amoag the county arveas Tocaled in that Stute
so that carh connty drea il vecelve an anconnt aehick bears the same

ratio to the tolal awonnt 1o be allocated to Lhe un[“}ﬁ' local gorvern-

cment within that State as— '

(1) the population of that eounty area, midtipXicd by the tax
cffort faetor of that county arca, multiplicd by the income factor
of that conulyarca, hears to L ‘

(2 ¥heosum of theproducts ditermined wnder paragraph (1)
forall county arcas within that Ntate.,

v
"
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(b) Arrocarioy ro Covyry- Govervuents, Mownicipariries, Tovwn-
bl )

8a1r8, E're.—-

(1) Covary covervurnTs.—The county government shall be
allocuted that portion of éhe amount allocated to the county area
for the entitlement period umder subsection (a) which bears the
same ratio to such amount as the adjusted taxes of the county gov-
ernmment bear to the adjusted taxres of the county government ond
all other units of local government located in the rounty area.

(2) Orurr vxits oF Locar covervvent.—The amount remain-

- ing for allocation within a county area after the application of

paragraph (1) shall be allocated among the units of local govern-
ment {other than the county government) located in that county
area so that each unit of local government will receive an amount
1which bears the same rutio to the total amount to be allocated to -

all such units as—

(4) the population of that local government, multiplied
hy the taxieffort factor of that local government, multiplied
by the income factor of that local government, bears to .

By the wumuferhsproREcts determined under subpara-

‘graph (A) for all such units. e

(3) ’I'zwlvsnm GoveryuENTS.—I f the county area-includes one or
mare—teronship qovernments, then such township governments
chall be treated ag wnits of local government in making-the allo-
cation prescribed by paragraph (2) of this subsection.

(4) /wD1aN TRIBES AND ALASKAN NATIVE VILLAGES.—If within a
Ntate there 18 an Indian tribe or Alaskan native village which
has a recognized goverming body which performs substantial
//mwrnmmfai functions then before applying subscction (a) of
Ll 4. o

bheasectronihrre-shall be allocated to each such tribe or village
a portion of the amount allocated to that State for the entitle-
ment period which bears the same ratio to such amownt as the
population of such tribe or village within that State bears to the
population of thut State. If this paragraph applics with respect
to any State for any (’nt'/,'ﬂcmxmtmbd, the total amiount to be
allocated to connty areas wnder subséction (a) shall be appropri--
ately reduced to reflect the amount allocated wunder the preceding-~
sentence, and the poprdation of any tribe or village recerving such
allocation shall not be counted in determining the allocationunder
subgeetion («) of thy county area in whick muchtribe or village
is located. If the entitlement of any such tribe or¥llage is wamed
for any entitlement period by the gorerning body of that tribe
or village. then the provisions of this paragraph shall not {lpp?y
awith respert to the amount of such entitlement for such period.
‘A5 Rure ror swarr. unirs or coverywext.—If the Secretary
determines that in any cbwnf;y area the data available for any
entitlement period are mot adequate for the application of the
formidas set forth in paragraph (2) with respect to units of local
government (other than a county government) with a population
helqwr a number (not more than 500) prescribed for that county
arca by the Seeretary, he may apply paragraph (2) by allocating
for such.entitlement period to cach such unit located in that county
abea an amount which bears the'same ratio to the total amount to

-
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be allocated under paragraph (8) for such entitlementﬁ)em'od as
the population of s&@h unit bears to the population of all units of
local government in that county area to which allocations are made
under such paragraph. If the preceding gentence applies with re-
spect to any county area, the total amount to be allocated under
paragraph (£) to other units of local government in that county
area for the entitlement period shall be appropriately reduced to
refleet the amounts allocated under the preceding sentence.
“(6) Fwrerremenr.— . ’ .

(A) Iv wewvrerar.—FEaxcept as otherwise l'm'ovided n this
paragraph, the entitlement o{ any unit of tocal government
for any entitlement period shall be the amount allocated to
such unit wnder this subsection.

(BY Maximun per carita entitrenent—71The per capita
amownt allocated to any county area or any unit of local gov-
crnment (other than a coun ty government) within a State un-
der this section,for any entitlement period shall not be more
than 00 pereent of tio-thirds of the amount allocated to the
Ntate under section 166, divided by the population of that
Ntate.

() Linirariov.—The amount allocatéd to any unit of local
agovernment under this section for any entitlement period
shall not exceed 50 percent of the sum of (i) such govern-
ment’s adjusted tores, and (it) the intergoverninental trang-
fers.of revenue to such goverament (other than transfers to
sneh government under this subtitle).

Ay Evririesest Less raav $2,500, orR GOVERNING BODY
WAatves kNriTLEMENT ~[ f (but for this subparagraph) the en-
litlement of any wnit of local govcrnment below the level of
the county government—

(iY would be less than $2.500 for any entitlement period
(£1.875 for an entitlement period of 9 months), or
(i) <8 waived for any entitlemént period by the gov-
erning body of such unit,
then the amount of such entitlement for such period shall (in
liew of being paid to sueh unit) he added to, and shall be-
come a @ part of. the entitlement for such period of the county
qovernment of the county area in which such unit i3 located.

(7) ADdUSTMENT OF ENTITLEMENT —

(Y Iy erverar—{In adjusting the allocation of any county
arvea or unit of local government, the Necretary shall make
any ad jnstrnent required ynder piraoraph (Y (3 first. any
el fng? et vequired under paragraph (6) (7)) next, and any
ad pustment required wunder paragraph (6 (1) last.

. (Y AvIvSTMENT FOR APPLICATION OF MAXIMUM PER CAPITA

exrirremeyt.—The seeretary shall adjust the allocation made
wader this scetion to county areas or to units of local govern-
mente in any State in ovder to bring those allocations in com-
pliance aith the provisions of paragraph (6) (B). In making
such adjustments he shall make any necessary odjustments
with respeet to county arcas before making any necessary
arll instments with respect to units of local government.




o 7 . (
. (C) Apsusrupxr ror arrricarioy or Linitation.—In any
| cuse in which the winount allveated to a unit of locul govern-
“ ment i reduced wnder puragraph (6) (') by the Secretary,
the amount of thut r('l;r/cliow——

(¢) in the case of a dnit o local government (other
| thaw o comndy gorerament), dhall be added to and in-
' crease the allocation of the county goacernment of the
county area in which it is locuted, unless {(on account of
the application of puragraph (6)) that county gowgrn-
waent may not recocre i, ol ackich case the amoun@of
the veduction shall be added to and inercase the entilie-
| aent of the State goecrwment of the State im which that
‘ wnil of local governent (s located : and

((8) inthe ease ofse conenty qorccament, shall be added
Lo ud inerease the cotitloneat of the State government
of the Ntate igowehich it s lorated. ,
SEC. 169. DEFINITIONS AND SPECIAL RULES FOR APPLICATION OF

ALLOCATION EORMULAS.

(WS> (Cenvienr. - Forthe purposes of this subtitle-—

(7) Povicrarioy -—Popidalion shall be detcrniined on the same
busis as vesident population is detevinined by the Burcaw of (he
Census for genceral statistical purposes.

2) xrver ivcoweo—Facipt income shall mean one-fourth of
the annual inecowe desiguated by the Burcaw of the Census as
the low incowe lerdd for a [l y of founr persons,

(3) Acverrcrr wxryrr ixcour —Aygreqale erempt (ncome for
any unit of government shall wncan the populiation of that wnit
nd tiplied by ercwmpt tncome as defined in paragraph (2).

(4) Ixcone--Iueome neans total wmoncy income from all
sources, as determined by the Burean of the (ensus, for general
statistical pueposes, ’

(5) DArTes 1o pi rkruiNING ALLOCATIONS AND ENTITLEMENTS.—
Leeept ax prevvided (o vegilations, the deteruination of adlocations
and entitlements for any cotitlement period shall be made as of
the first day of the third angrith immediatcly preceding the brgin-
ning of xuch period. o

v (6) Ixrercovenvuryrar reiyseres—The intergorernmental
L, transfers of revenue 1})’{7//‘1/" gorcernaenl are the amounts of 7‘(’1){2-

wue receired by that goverment from other governments as a

sherve au fluancing (or as ceimbursement for) the performance

of qorcrmnental functions, as deterimned by the é@(/'f’au of the

Census forgeneral statistical parposes.

(7Y Dara vsrny DYiroryiTy or DTy .—

(A) Grevenan were. =fecept ag provided in subparagraph
(18). the data used shall be the most recently arailable data
pracided by the Burcaw of the Consus or the Department of
(Commeree, as the case may be.

(Y U'se or exrovvres, vie—-Where the Seerctary deter-
mines that the data rofevied to in subparagraph (A) are
2ol cirrent enonal or are not r:(n/v,/)/'r'/u’/v,rfl'e enonqh to pro-
vide forcquitable allorations, ke slall use such gldditional data

i
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(including data based on estimates) as may be provided for
4 - . in regulations. ‘
(b) Inconr Facion—
(1) The income factor for a State, county area, or unit of local

. government is a fraction— ' .

(A) the numerator of which is—

(¢) the mwnber of persons in families in that State,
county area, or unit of local government below the low-
income level, plus the number of unrelated individuals
65 years old or over below the low-income level, plus

(20) the number of persons in families with incomes
between 100 percent and 126 percent of the low-income
level residing in a central city of an urbanized area within

- that State, county area, or unit of local government, plus

the number of unrelated individuals 66 years old,or over -
who hare incomes hetween 100 percent and 125 percent
of the low-income level residing in a central city of an
urbamized area within that State, county area, or unit of
local gorernuicnt ; and
(B) the denominator of which 18 the number of persons in
_ families in that State, county area, or unit of local govern-
- .ment plus the nunber of unrelated individuals 66 years old
and over.
(2) The terms used in paragraph (1) are defined in accordance
. with the definitions used by the Bureaw of the Census for general
_ atatistical prurpoges. .
(¢y Geverar Tax I'veorr Facror or StATES.—
(1) Iy araersL—Ior prposcs of this title, the general taw
effort fuctor of any Stafe for uny period is—
’ (A) the net amount rollected from the State and local ares
of such State during the most recent reporting year, divided
by ‘
(BY.the aggragate income, as defoed in paragraph (4) of
gubsection (w), attributed to sich State for the same period,
minms the aggregate erempt income attributable to such State
for the same period.
(2) Stare 4vp LorAL TAXES— :

i (AY Taxes rarey 1x10 accouvr—The State and local
tares taken into account wnder paragraph (1) are the con-
pulsory contributions erycted by the State (or by any unit
of local government or other political subdivision -of the
State) for public purposes (other than employee and em-
ployer assessments and rontributions to finance retirement
and social insurance systems, and other than special assess-
ments for capital outlny), as such contributions are deter-
mined by the Bureau of the Census for general statistical
purposes.

(BY Mosr receyT REPORTING YEAR—T he most recent re-

. porting year with respect to any entitlement period consists

of the years taken into account by the Bureau of the Census

i its most recent general determination of State and local

taxes made before the close of such period.

o 73
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» (d) [xconr Tax Corrrerions or Srares.—1'he income tax collec-
“tiong attributed to any State for amf entitiement period shall be equal
- to the net amount collected from th

of such entitlement period. The indiridual income tax of any State 1s

the tawe imposed wpon the income of individuals by that State and de-

%m-/bu/ as a Ntate ircome bae wnder section 16h(a) (3) of title 206,

United States Cod. . ,

[ (e) Inconr Ty Krrorr Facror—The income tax effort factor of
e any State for any culctlement period is—
(1) the income tar no//u(:tiorw of that State as defined in sub-
section (d), divided by

/ (2) the uggregate income, as defined in paragraph (}) of 8ub-
/ sectoon (a) attributed to such State for the same period, minus
the aggregate cxempt income attributable to such State for the

same perdod. :

(f) Tax Errorr Facror or County Arxa~For purposes of this
title, the taz cffort factor of any counly area for any entitlément
weriod 18— '

! (1) the adjusted tares of the county government plus the nd-
justed tawes of each other unit of local government within that
county arca, divided by

(2) the greater of .

() the uggregate income (as defined in paragraph (4) of
subscction (a)) attributed to that county area, minus the
aggreqale erem pt income attributable to that county area, or

() ome-half the aggyreqate exempt income atiributable to

_ &uch county arca for fi(' same period.

(a) Tay Evrorr Facror or Unir or Locar Governugnr—For pur-
poses of this title—

(1) Ix cryerar—The tax effort factor of anyunit of local gov-
ernment forany entitlement period is— -

(A) the adjusted taxes of that unit of local government,
divided by

(B) the greater of — o

(2) the aggregateincome (as defined in paragraph (4)
of subsection (a)) attsgbuted to that unit of local gon-
ernment, minus the agghegate exempt income attributa-
ble to that unit of locaggo rernment, or

(i) ome-half the aggregale exempt income attributable
to such unit of local government for the same period.

(2) Apsvsren raxes— .- ‘

(A4) Iy orvErsL.—The adjusted tazes of any unit of local
government are—

(é) the compulsory contributions exacted by such gor-
ernment for public purposes (other than employee and

. employer assessments and contributions to finance re-
tirement and &ocial insuranec systems, and other than
apecial asaessments for capital outlay), as such contribu-
tions are determined by the Bureau of the Census for
general statistical purposes,

(il) adjusted /;)m ler regulations prescribed by the
Secrctary) by excluding an amount equal to that por-

L
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su¢h State during the last calendar year ending before the beginning
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tion of such conepulsary tant riladd ions wlich (s properly
. altocably Lo cepcnses for edwcation. . i
. ' () Chrruy SULLS FAXES COLLECTFD BY (DUNTIES—[1 any
case where— & - 4
(7Y @ county gorcrnment eracts sales tares within the )
, geographic orea of 'a unit of local gorernment and trans-
’ SR fevs purt or all gf sueh farcs to WZ wned without specify-
ing the prrposes for which sweh it 1Y 8])(’711[ the rece-
nues, and .
(it) the Gorvernor of the State notifics the Secretury
- L ‘ that the requircments of this subpurayPuph hace been
e D0CE WA s pect Lo such laces,
\ﬁu n the tadex so traysfereed shall be treated as the tazxes of
the unit of tocal qoeernnawd (oo wot Hhe Laaes of Hhe county
yorernment), .

.,
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DISSENTING VIEWS OF JION. JACK BROOKY.
CONCURRED IN BY HON. JOHN MOSS

N !

In exercising its new jurisdicfion over this important legistutjon |
the tirtst time, the Committoe on Government Operations has, Lbeléve,
fulfilled its obligation to the House ind highly regponsible/pganner.
The committee ha§ had the bepefit of n wide variety of inf#rmation,
practical experience, expert spinion and scholarly researghin making
its recommendation for th€ eontinuation of the State gal Local Fiseal

. Assistance Act. Insop€ respeets HL.R. 13367 is angprgeement over
_the current progruyBut my disngreement with#he fundamental con-
copt’of revenue spring is o basic, I am unapdé to support it.

My oppositipgrt is based mainly on a de€p concern over the effect
revenuoe s‘mr' o is having on our repregefitative svstem of government.
I am also disturbed by its impact oggfederal spending and borrowing.
And 1 apd dismaved-and dishegat®ned by the willingness of its sup-
portersAo overlook even its me€t glaring defects in their eagerness to
“perpetuate this pernicions program.

=

. Apvirse Evrecr oN Sysres

T'ntil the enactipent of the State and Loenl Fiseal Assistance Act in
c o 1at2 the prineipd that those who spend the taxpayers’ money should
7 have the respopsibility of raising it was so firthly established as to be
virtually ungrdestioned, Tt is, after all, merely an extension of the rally-
ing erv, *Na taxation withouot representation ! that plaxed so large a
part in establishing the 200 vears of independence we are now cele-
brating ' ~ \
< It i%ho representatives of the people who vote to fevy the city. state,
and federal taxes people must pav. T'ntil now, they have been aceount -
able for spending only the revenue they have raised. But the"$6.65 bil-
lon handed ont each year to state and local nnits of governinent
throneh revenne sharine is <pent by officials who hiave no responsibilit v
for colfeeting it. Sneh adivigion of responsibility strikes s hieavy hlow
at our form of government, .
Revenne sharing also marks a fundamental departure from Con-
eress’ constitutionally assigned role of providing for “the general wel-
fare of the United States” through its taxing power. That nsed to mean
that monev appropriated from the national "[Lrous‘m(v was nsed in pur-
suit of national gonls and policies. But Congress is now using its power
of the purse to provide for the collection of garbage in one city, thoe
pavment of policemen in another, and the construction of a swimming
poolin a third. If.this were being done as part of o national attack on
problems conneeted with waste management, law enforcement, or the
development of reereational facilities it would be in keeping with Con-
grress’ responsibilities. But to be paying for them simply because offi-

(RO
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Cenacted At was avgaed that the federal, government’s more of feient..

CEovermment’s horrowing capacity, Many

O
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cinls in those cities Jave heen given drawing rights on the U.S. Treas-
nry through rc,\'(-nu\p sharing is a drastic distortion ‘of our federal
svstenn, ‘ !

But the gravest dagger to our federal system I see jn revenue sharing
lies it the growing dependence of the citics on this aid. Tn the fow short
venrs the Tunds Tinve heen flowing, andiat a time when they amount to
only w small pereentajre of most eitieg” budgets, they have already he-
come indispensable. ifiwe can helieve the Toenl gavernment officials who
have been hesieging the committee during its considefation of 1LR.
13367, Kven the slightest reduction in tlie funds, we were told, would
eripple their ability td pender vitally needed services.

One of the araunenty wsed to encorage passage of revenne sharing
in 1072 avas that it \\'on]&l reverse the trend toward centnlized govern-
ment, I}un.\'nn(-;rill Leljeves that ca reading of TLR. 12367 should be a
sohering experienve, Tt s nn jnescapable fact in govermment that he
who pays the piper enlls the thne, And sooner or later 38,000 loeal units
of government—- 90 percent of which never had a <lirect link with -
Waslingten before revenne sharing — will suddenly learn to their dis-
iy that those revemie sharing funds were not *free”™ after all,

A one who believes strongly in thie need for loeal goyernment (e be,
s strong med independent.as possible, I ean dnly \\'ul(']hn sorrow and

A . " “ . N '/
wonderiment n- oflicials (;’\ these comngmities stragele and strain to.

tne thi="Frojan Horse inside their eity

., ¢

. FISCAL TAPACT ’

¢

' 7o
Revenue sharing is oae of thow programs that lims henelited -

wensely from its name, The dden of the federal government shafing
it~ riches with the states and_ cities is very appealing, It might even he
logienl in pro~perons times: But when the federal government is run-
nine a ST hillion defivit in one vear and Meve is uo prospeet of it
tnrning o snrpios in the forespeahle fotupfe it s proper to ask. what
revenue i there to shate / . . ’

The fact isithe federal govermmeny/is horrowing approximately
20 pereent ofwhat itis spending this year, When revenne sharing 4 s

tax- colleeting nachinery nfde the progian desirnble, But what the -

recipients of revenie sharing were veallyf connfing on was the fedgral’
i states idind most Aties have
constitutions ov eharters that prevent thpm Fron going iy(n debt. Not
<o the federal government, Fhe natiofal debt now stands at some-
thing over %600 hillion. and everyiggoeterly allorgBon of revenne
shinring monevaddstoil; ° L

ICis true that otheryovernment programs in these tines are also
linaneed inpart by borrowed funds, But it i< also true that Congross
hasa chanee to examine thesd progeans, weigh then against each other
med arainst the Timited resotrees svailables and decide how mueh to
allot to eacl one, It this hasie exercise of its authority is denied to
Congress when it comes to revenne sharing. The 1972 aet committed
Congress fo an ontlay of %30 hillien over” five veurs and 1LR. 13367

e

o~

would continue that open door poliey at the Treasury until Octobor., -

1St For Congress to lock npits largest domestie spending program at
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agdinie when the’ caxtofl government is canxing SeEous o nd widespread .
congern is-not only uhjustified, but in¢ourmprehensible. An amendment « -
: to T1.R. 13367 to bring revenue sharing into the regular appropriation

- process will hmve my vigorous suppert. [ : )

. Moasured azin-t the promises #nd eXpectations of 1072, revenue
-gharing has comenip short in many Fespects. Tt hus not increased eiti-
~ zendnyolvement in {ucul affairs. ItThas not strengthened or revitalized

o local government ormade it more rqsép()r@i\\'\('. It has not improvedicon-

* ditions in fhe eities. To a great extent. fhiponey has simply- disap- -

+ peared without a trace, RN ’ ST C
-. Instead of pouring out*$6.6% billjon indiscriminately to every state [ .
* arkd Tocnl jurisdiction we should be using onf severely lmited funds /-
o attuck®pecitic Hihan problems. Thatis the proper role for Congress. [ 7
' R ., Jack Brooks. - .

/ ~ . Joun E.Moss.
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SUPPLEMENTAL VIEWS OF TION. DANTE B.y/FASCELL

I support the I5ill approved by the cqmmittee and urge its adoption
. *by the House." : . T
' The bill includes several important reform provisions intended to
lielp redress o number of defeets found during the first years of oper-
ation of the ;_ronorbl révenue sharing program. The inclusion of thede
reforms—in such areas as greater equity in the distribution of funds,
increased opportunities Yor citizen participation in the budgeting of
funds at the State and local levels. and strengthened protection of civil
rights in the nse of funds—is welcomed by those who have been work-
ing to correct the program’s flaws. = ‘L .
- At the same time, the bill does not 1$solve all of the problems in-
< herent in the. general revenue sharing,:pmgmm to date. These are,
should receive further attention s the bill proceeds through the leél:.
lative process. - .
. Iam comeerned abont -the comimittee’s decisions on the duration of
" the program and th#t#pe of funding. The bill proyides.for an entitle-
fngnt dver the réXt 334 vears at an annual rate of $6.65 billion. This’
isfeonsiderably Tess than the 334 -year extensgion sought by the Adminis-
tration. but it still does not satisty those who feel that the program
shonld be subject to the annual appropriation review of Congress.

A better approach wonld be {o combine both concépts. The bill
should provide for 334 yeéars of authorization and appropriation. with
annual reviews thereafter. The reviews should be conducted on a three-
vear forward basis, howevel. so that each jurisdiction would know
what it would be getting each year, long enongh in advance to plan
intelligently for the wisest use of funds. Under such a system. $6.65
billion could be authorized and appropriated by the bill for each year
througch Fiseal Year 1979, and starting in Japuary, 1977. Congress
would begin the consifleration of authorization and appropriation for

+ Fiscal Year 1980." ..t . o

Such asystem would bring tle program back undef the, 1ormal legis- ~ -
lative process and enable the authdrization. :1ppmprintiom1 hutlget-
ing committees to work their wjill. The.next Congress e decide to

~abandon the program after September 30, 1979, expand it. or main-
“fain it at the same level. ' a .
#e This approach is embodied in FL.R. 10319, a bill which T introduced
on (Jetober 22, 1975, to implement reforms sought by a numbér of pub-
~tlic intérest, organizations based on extensive studies of the program.
L. ' Although this proyisién is not included in the committee hill. it does
- > contain major elements of other reforms sought by my legislation.”
The-¢ommitiee bill's strong and specific provisions for citizen par-
ticipation will go.far toward climinating ills in the use of funds at
the local level gThe expanded afiti-diserimination section will provide
new assurance that the rights of minorities, women, the handicapped
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and the elderly will be protected, The bill alse_dontains u start toward

the modernization of State pnd local governents. through the inelu-
sion of a statement of policy on behalfl of Consolidations and other
steps that could incrense the cconomy and efliciency of State end locul
governments, & N : .

Animpartant change is the formula reyision which is a compromise N

between the existing mechanism and the principles set forth m ILR,
10319. The comunittee bill provides for the distribution of $6.5 billion
under the existing formula, whi¢h uses per capita_incomd data as a
measure of necd. The remaining $1o0 million would be distributed

. under a revised formula usiug the pereentage of the population helow -
- the ‘p()\'crty levelin ench jurisdiction as the measure of need. , .

‘The effect of the formula revision is to assure that cach jurisdietion
will be “held harmless™ to the amount it would receive by continued
use of-the existing fornmuela at an anrtual rate of $6.5 billiom (the - -
v actumd funding level during calendar 1976). Thus, no city or State, ;
L willlose fands because of the formula change. . . B
“ During.the committee’s discussion, those who favored asimple exten-

sion of the existing formula 1)(_)int(~d out that under the revisioin some
jurisdictions would “Jose™ funds they would otherwise receive under
the old formmla at a $6.65 billion spendling level. It is important to
note, however, that such a *loss™ is only theoretical, sihice the tevenue”
sharing progran has never been funded ut $6.65 billion for u full year:
The %6.65 billion figure represents an annualization of the funding
level of the last six months of calendar 1976, Sinee jurisdictipns have
neverractually veceived such a sum, they could not “lose™ it undbr the
formula change. & more accurfte comparison would be between the
$6.5 billion actual® received in 1976 and the $6:65 hillion to be received
during 1977 and future years under the committee bill. This would
show all jurisdictions unharmed by the cliange, and many jurisdictiops
gaining. ) .

Tho #1560 million to be distribwted-ander the revisetl formula would .
be shared by jurisdietions which gain through use.of the poverty
standard. Studies have shown that poverty data isa more aceurate re-
flection of need than per capita income, since many jurisdictions witly
relatively high per capita ineome levels actually have high needs for
services as well. The formula change would lielp ¢ity and poor rural J
areas with high proportiggs of poverty. . ' oo
While the provisions of ILIR. 13567 as.revised by thecconmittee make

Trmportant improvements in the program, T feel that Congress should
- maly t:\in(gloso oversight in the futpre so that any further veforms can
lopterd as needed. Hopefully, the eommittee DTk will Tay the
grgundwork for continuation of the geneval revenue sharing program
: i mannerthat will meet the best interests of all Americans,
- ’ Daxrte' B, Fascunr. .
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CPPLEMENTAL VIFWS OF THON, BENJAMIN S .
& l\().\l-..\lll,\l, |

«

o One coinmon relmn he ml throushout the committee’s (()I\Hl([( i -
tion of this billvsea~ the necd to reenaet the general revenne sharing
bl with vivri ly no clinngre<c T feel this is asad commentary on the

. Cohecslive process Sarelv afier five vears of experience indhe dis-
tribution of over =50 Lilllon to state and loeal governments. there
are wnmerons relinements and hmprovements \\‘]li"](l conld he made
i this program, ) s ’

o Fortumatelve the il does incorpgeate several valiuable chatiges.,

S One is an mendpient 1 introdneed to oneon: agre states to take steps
eto moderiize wnd revitalize state and Joe al government strie tires and

- procedures Thisisdizcnssed helow, .

Bt varion- other thonghtfnl and benefieial proposals h'll vie llm
tothe hand- ol ™ pressures, Fintend4 olfer oie of the most ln||)()l( nt
of theseenn the floors T addreeses aopajor problem posed by the
ficires need i the atloeation formaly the ~_\>‘lu|n:|li(- nndercounting
uf sertain stale resild e Themmendment failed o committee on a

21 vote, :

o /’H/'l//////.tlll {nide o ont oz 117 f/:// Al s . .
The Burean of the CoNgm estimates that 2.0 of the nation’s

© o seitizens Capproximatelv Soaniltlion Americansy and vivtnally all of
the eonntry’s |I'n alaliens Gis maay as S million persons) were missed
sethe Lest e The Barennsis i e naidst o stadies which hopefully
w T peredt a «ulu»l vstate brenkdovwn of (his population, This
. amnemndment ~hmply savs thae if thw studies result in reliable fmires.
the nonnbier <honld b ineluded i dheh ~t ate’s population.
Citizens mi-sedd by the cendis tend 1o he those who make geeal
w=e ol covernment ~orviees the needy .mul unedueated, Hlegal alie ns -
also e o great dimin on covernment finnnees estimated at $18 .
- Billion o vear inoadded pavment. and Tost tases, Lodal commnnities N
ot these bieddOons theateh wo fanlt of their own, T is only fair
that all |()- al re-idents e connteds
Thi= ampndinent wonli not consdone the ypresence of l]ln"rw] alicne.
- Nerowonbdo it alter the H\(‘HIH‘ Sharing fornml H lll(l(]\ seeks to .
tpreve the seeeey of the popatlation faures n=ed in the formula.
I hope the fadl Tlon-c aill l'w-ngni;c(' e ureeney of l])i< ilnpm\(-nwnt.

Nterkc nd Lo al Claccrmment Modernizalion

I plessed that the committee Jdid wdopt an amendment T intro-
daced to crvonrage the modernization of state and loeal govern-
mental <traectiures,

Revenne <harving @2 the ~ingle Jargeet domestic progemm of our
federal covernment. - 1t ponrs substantinl <um< of money intd state
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and local governments, Bt it does so without regafd to their effective- -
ness or eflicieney, In too mamy ins(uneese we nres poiping money into
rusted or mis<happen velidele<, and we know that there is considerable
leakage. . ‘ .

’?liﬁ seetioin of the hill i aaodest step towards correeting this situ-
atidn. It setsasa goal the preparation by states of a plan for modern-
izing and revitalizing state and local government. It requires each
- state to-submit to the Segretary of the Treasury a report annually on
‘ the state’s progress in ;u-fniu\'in;: covernmental reform and moderniza-
tion, and it estublishes a Hrocedure fereach state’s modernization plan
to be developed and implemented, Tt also sets a broad series of non-
controyersial and wonexelusive eriteria ax to what ismeant by modern-
ization. There is no penulty conneeted with a state’s failure to develop '
and pursiie a modernization poliey other than a reporting of that fact -
by the Treasury Secretavy to the:Congress in anl annual report on all
. states revitalization efforts, . ° o

- ITopes were stpong in 1972 that revenue sharing, as unrestricted aid,
olit indnee states (o restructure and modernize thelr governments,

SFhere was little disagreethent then ornow over the need for such mod-

. ernization. Unfortunately, these hopes have not heen realized. The
7 evidence shows virtunally no effort onthe part of states, as a consequence
of revenue Sharing, to overhaul obsolete government structures,
strengthan management capacity or alter timeenérusted ways of de-

p livering serviees. . )

Indeed general revenue sharing, according to a comprehensive .
Leagmie-of Wonien Voters report. has had the opposite effeet. By ene
couraging each loeal jurisdiction to “go it alone™, giving cach govern-
ment its own alloeation of funds, revenue sharing has encouraged the
fragmentation of political reEponsibilities and can be viewed as a,
throwhack to earlier days of exelusionary hbme rule.

studies by the (1AO. Brookings Institute and TLeagife of Women
Voters could nneover no significant examples of revenue sharing funds
nspiring improved delivery of serviees or collection of revenues across
local government lines, Indeed the evidence 1s to the contrawy. In
Rochester, New York, for exinmple. g(-ll;l'u] revenue sharing panyments
reportedly halted a movement to dizindsrporate sevgral \'i]ﬂl;{(‘.‘i which
were burdened by excessive taxes: revbnne sharing funds also fur-
thered delays i earryving ont a city-county plan to unify police services

" the =ame etropolitan area. . ®
- This seetion ol the hill is the opportunity to correct one of the great- 2

Cest failings of the revenue sharing program. In enacting grant-in-aid .

| programs in the 1950 and 60°= the Congress Yecognized that the frag-

mentation of governmmnents’posed a threat to the effective delivery of
sorvices, Several laws then passed required region-wide sharing and
planning. and enconragred the establishment of regional planning °
bodies. This section ef the bill contirues the momentum started then
and so urgently needed now in a timejof inereasing local budget stress.
While it reqfiires states only to rvlmrt%p()n their modernization efforts,

N and imposex no sanetions again=t any recaleit puntestitemsg is an essen-
tial ineredient of the revenne ~shaving proges. -~ X N
e : BrNsaMON S, RoskN I
' v, - Lxl
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SUPPLEMENTAL VIEWS OF HON. JOHN CONYERS, JR.

One »f the purposes indeed, thi principal justitieation—of Gen-
ceral Revenue Sharing was to hring government closer to the people.
This program wus heralded in 1972 hefore ongriess and the Américan
peopleas the heginuing of =u new Amerie an 1('\()]”11011-—1; pcaceful
: © revolution in which power [is] turned hack to the people,” The

record unanbiznously shows, however, that o frong beingr a vehicle
for the- 1('5144“1])11“()11 of power. General Revenne Sharving hag am-
plified even further the cntrenched power of loeal majorities. IFive
yenrs and more than =30 hillion later, the political question, that
<. goes fo the heart of this progran namely, which people ig this mam-
e nmlh _l‘('(](‘l!ll transfer hidnging sovernment closer-to——hag heen "an-
7 swered inow wlln 1t sl Aty nn‘.m\( wiory to me. v
. ) lvery [)u]llu nl walstm evidenees divisions |>et\\('('1\1\;|a]mxlw
and minoriticsetid the smaller, more homogeneous™ jurisciction is,
the more HRely will the majority trample on the rights of the mi- -
norltu‘/ Membér of the majority group enjoy the lm(ll(*st access to
e edper@ion-ninkers, get the fiv-c erackoat pablie funds, and are the first
o fill n(‘\"l\ ccreated jobs” A signifieant portion of the 59.000
rnu\(]utmn\ ths ll FOpeTy e Feve e \ll nringr tumh are smull. and

o~

\\Ill(ll (Im\u the T mnnlmx (vi/”llH H)llllll\ to mstinte a 13ill ()f l{lvrhts
; to he enforeed by the Federal CGrovernment to cheek the tyranmy of
locul riajorities. T
~ The -United States Civil hwh{s Commission, the Nuationnl I'llmn
League, and nt]lg oranizations which have m\(qil'fnl('(] the opert
tiorn: of the Geneval Revere Sharig have doenmented 1I)(mqnn(ls
LI|)()|| thonsaiids of cises inwHieh loeal govermments have nsed revenue
. x\/mn'r funds in ways (hat diseriminde arpinst politienlly vitllneralble
/ COTOIS Iomplavi wenl lise rizniation has Beert o he most ])lﬂalont
' fotin. T Iu re hiag heen Nittle or no enforeement Hf the” non -dise glnmm-
tion |)m\|s(ma in the (H"‘llul| At in the wreas of* the hiring of .
worke'rs, the pavment of wages and in the IR wenent of '\1)1)1('11--
W g e l]((‘\lll|) PrOgEIS,

’ -~ Bocal majorities have been rew: 1‘«Iv«l \\n(h the Tion's share of reve-
nie skaringe in et another geav, Only two wu(-nt of revonne slmrmg
funds in 1975 went divectly fo praoe S for the poor and the. aged.
With the help of revenne sharing mahy loceal: governments were able

<o prevent tax inerenses or even ta reduee tax hurderis, (Ten states
5 doinot even have ineotie tgses) Bhther than expanding municipal
serviees to the poor, {hese f’nmlxxrrm often Rave wihsidized middlet
+ 0 elnss taxprvers, Beeange there is irtually no seay to trace how funds
<are spent. doeal, governren's inhor under few weanstaints that aight’

~ prevent them from enfer ineanle to dominant ltu“\] inferests,
Finalld, Genernl Revenne Sharvingts forrola for alleeating fiands
nation-ide, I_L\_!;ll()[ faking into account fully in its measurement. of

(87) -~
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r)ub]ic need eitizens Who have ineomes helow the poverty level and
Y plmm;: a celling on the anotit af funds whieh %1;: cities are
(‘ll("ll)](‘ for, has diseriminated against jurisdictions ‘whiche are most
in need of Federal assistmee, The in terests of bre cities continne

to he sacrificed while far less »opongsive covernmental units dre
Y

rewarded,

At some point incthe not too distant future the ( ongress will have to
examine much more seriously than it has up to now the long- range
implications of programs sue I as General Revenne ST I, W Im h give
local governments ‘anch considerable diseretion and which rec uire so
littlo Federal oyersight. Federal spending for social programs 1s being
terribly squeezed the curtent Budget Resolution provides no 1011]
growth in most existing social programs and, given the incredible in-
erease in the Pentagon’s hudget anthority. and the unchecked. growth
in tfx subsidies, we will be locked dnto an ever ~diminishing mnount of
Federal Revenue available to address the- urgent social needs in the
country. The very aathority of the Federal Government to safegnard
tha national welfare ahd to perform the leading role in promoting con-
struetive socinl and economte change is nnder severe attack. (Given this
situation, it is of paramount im portance bhat the Federal Govern-
ment not shirk its very (‘OllSl(l('l‘ﬂ})'](‘ vesponsihility not Gnlv m seeing
that social spending is adequate to meet the needs of pegp
the process wherehy funds ave distr ibuted and vsed

- T propose as a way to examine the loM¥-term im
Revenue Sharing, and the oxertll context of treyfls in social spending,
that a national commission be established to ipd (‘hf igrate the distribu-
tion of functions and responsibilities of gh-devels of government, to
examine alternative grant-in-aid prograpfsas well as ways to overhaul
FPederal, State, and Toca] syitems of taxgtion, and to recomniend much-
needed n-forms./hs ’

1 voted to continde Gieneral Revfnue Sharing with great reserva-
tions. To turn the Federal spigot off withont huvs ra workable alter-
nahw ‘\\OIII(] do ine 1]m|lll e (l.u .

ieations of (ron(-l :

tral support must he con-
ipon revenue sharing. The
strong civil ll“’llf\ .m(l citizen partie 11)‘1t1 n sections in the new revenue
sharing bill reported by the Gayernment Operitions Committee. hope-
Tully, will restore the necessary Federal role in overseeing the program.

. ‘ Joi~x C'oNvYERS,

‘ities. As cities totter
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SUPPLEIEMENTAL \'l"l"‘,"\‘i".\' OF TI&N. JOHN 1. BURTON

Ido not helieve that gifts of federal funds to loeal govermments in
thd form of General Revenue Shaving is the best_means of helping
local grovernments with their fiseal problems.

The sepnration of taxing responsthility from spending authority is
poor hseal poliey, . :

I believe that local governments would be best served if the federal

“overnment would assume the total costs of the various federal, state
and loeal welfarve programs. Inereased federal-assistance to loeal school
distriets would also be helpdul. Such steps by the. federal government
would free up loeal revenues to finance other duties of local govern-

. ment, without the need for the general revenue sharing funds.

While I have some questions and concerns about the present revenue
sharing program, I can support the bill ws passed by the Committee
heennse of the expanded and strengthened citizen participation and
civib vights gutrantees ineluded. T am not in love with the entitlement
approgeh to fanding this program. As part of the overall bill reported
by the Committee, howoever, I can support it.

K

-
Jony T. Bunrroy.,
(R9) 4
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SUPPLEMENTAL VIEWS OF TTON, ROBERT F. DRINAN

— ,
When the Intergovernmental Relutions and Human Relations Sub-
committeo began-hearings on legislation to extend the State and Fiscal
Assistance Act of 1972 last September, I asserted the need for substan- -
tinl improvements in the areas of accountability, equitability, citizen
participation, and civil rights enforcement if the revenue sharing pro-
rram were to be oxtended. The enormous volume of testimony and
data received by the Subcommittee confirmed the existence of signifi- -
~ . cant flawvs in the operation of the program and established the neces-
. sity Tor a legislative remedy. Throughout its deliberations on this
issu®, th&Committee has been subjected to intense pressure by lobby-
ists representing state and local officials to ignore these obvious defi-
ciencies and extend the general revepue sharing program without
change. ' »
I am pleased that the Committee has successfully withstood that
challenge and reported out a good bill which extends revenue sharing
at its current funding level for 3 and 34 vears while reducing or elimi-
nating some of the most scrious shortcomings of the existing Act.
JER. 13367, which was approved by an overwhelming vote of 39 to 3,
AO(‘S net tamper with the fundamental premises of revenue sharing.
Indeed, by e{i)minuting mandatory expenditure categories and other
cosinetic restrictions on the use of funds, the bill recognizes the fact
that revenua sharing is, in reality, a direct operating subsidy for state
and local governments, rather than a distinctive fund earmarked and
utilized for specific purposes.
“The Committee retained the complex formula throu,gh which anorg .
than 39,000 jurisdictions receive funds four times each'-year apd pré-
served the freédom exercised by those recipients in spending Tevénue |
. sharing dollars. At the same time, the Committee too}{ steps to ensure |
that all citizens would benefit from the revenue sharing program and |
that local officials would be held accountable to their constituents and C
to Congress for the expenditure of revenue sharing funds. i
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EQUITABILITY OF ALLOCATION

The Committee struggled repeatedly with the question of whether
the alloeation formula arrived at somewhat arbitrarily 4 years ago was
the most equitable means of distributing revenue sharing funds, While
all agreed that the formula is imperfect, no one couldau west an alter-
native which was clearly more equitable. Moreover, any %ornmln alter-
ation which-increased the entitlements of soine’recipients would neces-

+ sprily reduce the entitlements uf others. For that reason, the Com-
. mitteo was reluctant to adopt major fornuila changes.

It is significant and rathér disconcerting that onee an nllocation
formula in a program of this magnitude is adopted there is tremen-
dous resistance to alter it, even in the face of overwhelming evidence.

- Jor example, the General Aceounting Offide issued a report on .
April 22,1976 which sharply eriticized the 20 percent per capita allo- -

cution Hoor which automatically increases the entitlements of some
10,000 Jurisdictions at the ‘expense of more deserving recipients. The
unfrirness and counterproductivity of the 20 pereent floor was corrob-
orated hy studies conducted by the Brookings Institute and the Na-
tional Science Foundation. No rationale or justification for this
formula provision was ever offered, yet the Committee voted to retain
tho floor: without chapge.

The Committee also failed to address the problem of population
undercounting as it applies to Yhe computation of revenue sharing
entitlements.. Millions of Ameriean citizens and illegal aliens. not
neluded in the 1970 census, ane receiving public services provided by
state and local governments hut are not taken into- account when
revenne sharing entitlements are computeel. As a result, communities
containing a large proportion of undercounted individuals receive less
revenue sharing funds on“a per capita basis than they are entitled
to. The Committee narrowly defeated an amendment to revise popu-
lation figures to the extent possible in order to incorporate those not
counted in the last cnsus in the distribution of revenne sharing funds.
Ihope that both of these formula issues will be considered on the
floor. -

The Committee did make several formula changes which should
v nltimately increase the fairness of the program. First, it adopted a

new eligibility. requirement desigmed to eliminate from the program
those jurisdictions whicli refer to themselves as “general purpose gov-
ernments” while“actually performing only one public service: These
noufunctional”sr singlé purpose units have been receiving a windfall
under the current Act at the expense of the Jegitimate general purpose
governments in the same area. The Committee bill will ensure that
the actual functions of a government, rather than its designation,
- will dégsgrmine cligibility for revenue sharing funds. N
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A sec chmuge approved by the Cormnittee establishes an a]tur(t'
native allocation formula to be ased to distribute funds authorized,

by Congress for inclusion in a supplemental pot of revenue sharing

funds. This substitnte formula cmphasizes tax etfort to a greater”
extent than the present formula and peplaces per capita income with
petrcent of ;mpu}uu(m below the poverty line as an indieator 6t fiscal
capacity. 1t is not clenr whether this second formula wilk prove mors
equitable or even as workable as the first, Tndeed, the € ‘ommitteee did

. not. specifically authorize uny funding for this separaté title of the
bill. Yet, by establishing an alternative formula, the Committee servee
notice that it is not willing to uecept the present distribuion of funds

*as unalternble and that it will continue to seek a solution which best
responds to the needs of all stateund Jocul governments.

. CIPIZEN PARTICIPATION

Tffective eitizen involvement in the decision-making process is
fundamental to the revenue sharing concept, While' cledted officials
must ultimately decide how revenue sharing funds are to be spent,
all eitigens should be able to offer their snggestions and to adviso
their governments coneerning the programs they think should he

» funded in whole or in part out of rvevenue sharing. Faced with a
record indicating that citizen ]mytirjﬂltiun in the expenditure of
revenue sharing funds has been vidfinlly nil to date, the Conumittee
pdopted a series of Jimportant provisiogh to ensure more effective
public input. ‘ :

- First. the Committee added a requirtment that recipient govern-
ments hold a publie hearing on the proposed expenditure of revenue
sharing funds prior to submiging a Proposed Use Report to the
Office of Revenue Sharing. UMler the current Act, local officials need

. not. consult with or even inform citizens about the availability of
revenue sharing finds before reporting how they intend to use the
money. The addition of this new hearing provision will have the
effegt ol enabling eitizens to get involved in the issues about the ex-

- penditurg of reveime sharing funds at a sufficiently early stage in the
(lvcisinn-‘]h\:king process to exert a meaningful impaet.

The Committee also added a requirement that recipients hold pub-
lie hewrings prior to the adoption of their hudget to consider the pro-
posed use of revenue sharing funds within the context of their over-
all spending plan. This requivement wonld be waived in the ease of
recipients which already hold sueh a hearing. The most significant
aspect of this pre-budget hearing is that citizens, for the first, time.
will b¢ told how revenue sharing funds fit into the overall budget
andl, congequently, What the actual fiseal input of the revenue sharing
dotlars will be.

While these new hearing provicions are impottant, it is clear that
the convening of a publie heaving does not necessarily mean that effec-~
tive citizen paricipation has heen achieved. Particnlarly in the efse ~
of large municipal and state goyernnients, which operate on complex
multi-million dellnr hudeets, the Neditary eitizen lacks the knowledge,

o
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the time, and the expertise to offer substantinl input. In these juris-
dictions, public Lieavings are insuflicient to ensire effective public
participation. .\ special vehiele, sueh as b Citizens Advisory Coni-
nittee appointed by the Chief Fxecutive Officer and representing the
varions facets of the community, is needed. Such citizens' groups have
been mandated by law in o number of federal programs, including
Model Cities and the Communities and Housing Development. Act of
1975 Advisory Committees wre most necessary in a program such ag
revenue sharing where local discretion in the expenditnre of Federal
funds is virtually absolute, T hope that a provision requiring the esta)-
lishment of Citizen Advisory Commnittees in the 50 states and the 540
other jurisdictions reeciving 8F million or more each year in revenue
shaving funds ean be added toTLRL 13367 on the Hloor.

.

ACCOUNTARILITY

Having eliminated the ‘priority expenditure eategories and other

restrictipns on the use of revenne sharing funds, the Committee acteg]
o =t I‘(/gt]l('ll reporting requirements and anditing standards in order
to inerease the acconntability of recipient governments in the expendi-
tare of the federal dollars. The GAQO testified that existing reports
on the use of revenne gharing fundg were meaningless. The |)rn[l)](‘m
was that by substituting revenue sharing dollars for other local Pove-
tites in certain budgetary arveas. loeal governments could effectively
conceal the actual fiseal inpact of the revenue sharing funds,
- The Comumnittee followed the recommendations of the GAQ in meet-
g this problem by inereasing the speciticity of.reports ondhe proposed
and netnal wse of revenue sharing funds and by requiving such reports
to relate the expenditure of revenne sharing funds to the entite loeal
budget. Morcover, the Committee stipnlated that Actual Usé Reports
shall provide an explanation of all (Iiﬂ'ormu-us hetween the actual use
of funds received and tle proposed nse of sueh funds as reported to
the Seeretary. Under the existing Aet, there need he no relationship
‘whatsoever hetween how a recipient savs it tends to use revenue shar-
g fund=and how it does in fact expend the funds, ~

In the area of nuditing standards, the Committee expanded npon the
current requirement that veeipients conduet annual andits in ageord-
ance with their loeal Taws and auditing practicet, The Comnyittee
ndded the key requirement that sueh andits be condueterl yndependent-
Iv und that atudit reports on the expenditine of all publie funds be made
avatlable to the pullie. The Comptroller Geperal was authorized to
evaluate compliance wWith the new audifing provision. If the reggla-
tions Jo he promulgated by the Seeretary of the Treasury to earry out
thix seetion aceurafely refleet the will of the Committee, loeal govern-
wents will bé requived to meet a new standard of responsibility and ac-
conntability for their expenditure of finds. '

The Comimittee also provided for an annual comprehensive report hy
the Seeretary of the Treasury to Congress on all aspeets of the pro-
gram inelnding the extent of "eitizen participation, compliance with
civil rights provisions, the implementation of anditing standards, and
the net fiseftl impact of revenne sharing funds. T'his report shoulil
greatly aid Congress in its oversight of the program and serve as an
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- incentivecto the Office of Revenne Sharing to enforee the provfsions
of the Actina timely and forthright manner, /
, )

v
"

o

NONDISCRIBMINATION o

The provi-ion adopted by the Conunittee in the area of Civil Rights
enforeemenf is mmong tlie most important components of TR, 13367, \
The Committee’s heating record awas replete with evidenceg that, the
Act's” nondiserimination requivement had gone virtually dnenforced ‘
since the enaetment of the State and Local Fiseal Assistghee Act of 7
1972, Oversight hearings o the civil rights aspeets of reve fue sharing
held by the Ylouse Judiciary Subcommittee on Civil and (Jonstitutign:
al Rights confirmed the need fof immediate aml decisive yetjon todinlt
the diseriminatory use of revenne sharing funds, The fecommenda-
tfons of the Subeommittee were contained in nreport issyed in Novems- .
her, 1075, The Committee velied heavily upon the expertdse of its sister - ’
subcommittee in Judiciary in addressing the civil rifehts issaife and
formulatthg the remedy contained in the Committee bifl. ’ |

The nondiserimination provision, explained i detil elsewhere in |
this report. s designed o ln'm'ill(_} for the effective enforeement of the™ -

+ prohibition on the diserininatorys use of revenue sharing funds con- |
tained in the existing Aet. By establishing a set” of eompliance pro- ‘
|
|
|
|
|

~cedires resulting in the mandatory suspension of revenue sharing
- payments should proven discrimination persist! the Committee has
ensured that the laxity of the Office of Revenue Sharing in enforeing
. the nondiserimination reguirement of the et shall not be, pefmitted,
to continue, Loeal governments will no longer e able to gvade ¢ivil
rights cnforcement through slick accounting deviees in repdaping the
wse of revenue sharing funds, Individuals submitting complaints
alleging eivil rights violations will no longer have to wait many
months or even years hefore receiving a response fromn the Office of
Revenue Sharing. Revenue sharing reeipients will no longer [#able
to continue diseriminatory practices without suffering the suspensien
of their revenue sharing funds. Ingtead, the federal government. will ' |
take ~teps to enforee the law and protect the eivil riglits of all .
Americans, . .
I would have prefereed a stronger nandiserimination protvision |
than that ultimately approved by the Committee, Specifieally, T fear - §
that the clanse permitting recipients to avoid eivil vights compliance
proceeding< by proving that revenue sharing dolfars were not ex-
pended in the program in which the alleged diserimination occurred
may prove to be aomajor loophole. As the #7AO and other analysts .
have reported. it is virtially impossible to identify revenue sharing N
funds as such onee theyare commingled with other local revenues
within an overall hudget. Tf that fact is recognized by the Office of - .
Revenue Sharving in administering this section, the exception elause
will not have much impact. But. on the other handif the Xdminis-
tration relies npon the assurances of local governmments and casilyy
manipnlated acconnting designations as adeguate evidence that revenne o
sharing funds were not spent in a partienlar progran. civil rights
. erforcenment will contimie to he inetleetual,
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4 Necond. tll("l'l'(‘lljl'l'llwll! that o recipient niist be cn;ziuging' ina
“pattern or practiee of diserimination” in order to be subject to en-

forcament proceedings sets a ditferent stundard for civil rights viola-
tions in this Act than that which appears elsewhere i Federal Taw.
i not elear, for examgple. how many acts or instances of diserumnina-
" tion ygainst one or njore individuals must e committed before a
“pattern or practice” 1% sakd to exist. Should this. language-be re-
tained on the floor, T amn hopeful that courts will gwiftly interpret the
provigion 4o provide the broudest possible /M&"*t{tiell to vietinis of
- diseriimination. e :
» Thirl. the Committee bill requires the-Secretary of the Treasury to
hold w preliminary hearing on alleged néncomplinnce in thie aren of
civil vights at the request of a pecipient government before taking any
t e setion to defer the payvment of revenue sharing funds. Other civil
< : rights provisions of federnl law invarialily allow an administrator to
convens such a hearing ot his diseretion, without requiring that Re do
= wo. This provision will tend to delay efective enforcement of the pro-
hibition against diserimination by allowing re¢ipient governments to
engage infime-consiming bureancratic procedures. .
Despite these deficiencies, the eivil rights provision adopted by the
Committee is an-exeellent one whiel remedigs the major deficiencias
‘which have parakvzed eivil Fights enfofeerfient under the Act to date.
Iuving participated in the ovessight hearings of the Judiciary Sub-
commitice on Civil and Constitutional Rights as well as the hearings
of the =ubcommittee on Intergovernmental Relations and Humaat Re-
sources, 1 feel that the adoption of a strong eivil rights provigion.is an
cssentinl prerequisite to the complaints of the revenue shaning pro-

n
LS
\

gtam. [ am pleased that the Committee responded to the pressing need *

for ehange in this area by adopting a workable legislative plan for the
effective protection of civil rights under the revenue sharing program.

- . ‘ FUNDING MECITANISNM

The Commitiee <pent g considerable amount of time debating alter-
native methods of funding the revenue sharing program. Thete was

considerable vpposition to the coptinnatipn of the present
meehanism which both authorized -and appropriated funds for the
program fora five year peridd. Thus unlike virtnally all'other Federal
programs, revenue sharm is exenipt. from the annual appropriations
process and from periodie review by the Budget Committee, Tinder
this approach. which violates the ordinary rules of the ouse, revenue
~haring i< i effeet, uncontrolled spending. While the Department of
Defense. the Office of Fddueation. the Nationgh Caneer Institute and
othep ee=entin] ngencies have to stand in line egéh vear to compete with
other priorities fo secure appropriations. revenue sharing fnnds have
contimed to flow on a- guaranteed, uncontrolled basis. Chairman
Cieorge Mahon of the Appropriations Comnrittee and Budget Com-
~mittee Chairman Broek Adims urged annual review and appropria-
» tion: thi< woukd provide loeal ‘wovernments with cuflicient time to plan
their expenditures without ederificing congressional oversight and
fiseal vesponsibility, -

7
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v Regrettably, the Committee narrowly rejected the suggestion for
annuul forward funded appropriations and instead settled upon a
third funding device—entitlements—as an alleged compromise he-
tween the two alternatives deseribed above. While entitlement pro-
grams are explicitly authorized by the Budget Act, they are in effeet?
combined uullmrizntinn-umn:opl"mlions which constitnte umrcontrol-
lable spending. If entitlement funding is ever justifiable. it is only in
those. programs stch as Social Security and veterans’ benefits where
the recipiept has a vested vight to the anthorized funds. Such iz not
the ease with revenue sharing. I hope.that the House will reconsider
this issue and settle wpon a mechanism for funding the revenue sharipg
program,which does not vivlate hagie principles of accountability u‘}nd
fiscal responsibility, .

.

T GOVERNDMENT REVITATIZATION

3

T was ploasegd-that the Committee adopted a provision to encourage
states to develop comprebensive pfuns to rgvitahize aud mogdernize state
and loeal government. The strengthening of local government through
effective planning and regional cooperation, was one of the key objec-
tives of -a pioncering iivenne sharing bill introduced by Congressman
Henry Reuss and Senator Hubert umphrey well before the enact-
ment of thyg State and Local ‘Fiseal Assistanee Act of 1972, I revenue
sharing can provide an impetus for local governments to heeome more
efficient, providers of public services, the program will have nide an
enduring contribution to our democratic system. The provision adopted
by the Committee which emphasizes planning and commanication
rather than actual strnetural changes in government, is just a start in
this direction, Yet'it is an-impertafit addition to the bill which should
be retained, ’ - .ot
’ CONCLUSION

>

o - - . N / v '
In the wake of the Committees protracted deliberationson the pro-
posed extension of the revenue sharing program. T continue to harbor
doubts about. whether this isgoally the best way to spend more than

6.5 billion each vear to meet the needs of the American peofle. Perg

haps the funds would be better spent in initiating a program of na-
tional health insurance or in fedgral assumption of stafe welfare costs
or in increased aid to local education. Perhaps Americans would rather
receive these dollars back direetly. inthe form of reduced féderal taxes,
instead of turning them ovper to state and loeal officials to spend as they
seo fit. ; o -

But it is apparent that fate and local governments throughont the
Tnited States have become dependent upon the contination of this
source of revenue bevond the end of 1976. The abrupt termination of
this program could lead some of our commumities to the brink of fiscal
disaster. The program has nunierous flaws, but. the committee has gone
a long way toward supplying legislative remedies. I will continue to
fight for necessary changes in the bill as described above. But,if the
reventic .sharing progyam is to be continued. I believe it should go
forward substantialty in the {form provided for in JI.R. 13367, °

’ ‘Roserr F. Drinaw,

3
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ADDITIONAL VIEWS OF HON. ROBERT 17, DRINAN (CON-
('l'l\"]'l"l) IN BY HON. JOIIN § MOSS, TTON, DANTILE B
CASCELL, HOND WILLLAM S, \l()()l\lll“\l) HON. BIINJ -

. .\ll.\ S, ROSENTIIALLD HONCJOLIIN ¢ ONYE RS, IR TTON.
f’ . BELLA S ABZUG, TTON. CARDISS COLLINS, AND HON,

MICHARL T \I\‘l(l.\'(}'l‘()N)

At the mark-up session on LR E3367. the Committee adopted an

- amendiment in the nature of a snbstitnte to See lmn 10 of the bill, That
anendment revised the mon-diseriminafion prov 1S1on (Seetion 122) of
the State and Loeal fiseal Assistanee, Net of 19720 and added new
SSections 121 and 125 which expand the opportunities for eitizens to
protect their vights under the Xet. During the debate over this amend-
ment. a mnnlu- of que SEIOWS ATose lwr-mlnm the scope and meaning-

- of the revisions, To msure an Illf(‘*l(‘ ation consistent with that g]lh-
cussion agul the intent of the propoRents, we wish to add a few words’
to the Codmittee repogt regarding these important provisions.

Neolion 122 Nondiserimination Provision !
Ao Buckgronnd .
. Seetion 122 of the curigt law forbids diserimination on-account of

race. color, sexe or national origin in any program or activity funded
by shared revenues \\]n( I is contlneted hy.a State government or unit
of local wovernment. Under the Act. the Secretary is authorized to
take appropriate administrative action to secure compliance (suspen-
sion. terminationcor repayment of funds for violating the section)
and to refer eases to the Attorney General for suit, In addition to such
refereals the Aet alzo provides independent authorfity for the Attor-
ney General to initiate “pattern or practice” suits. The eurrent statute
gives private citizens a saght of action against the United \tal&\- or

a4 recipient government for \1:)]4(111" Seetion 1221
o The Conmittee received extensive festimony regarding Seetion 122,
in¢luding an oversight report from the House Committee on the Ju-
dicinry’s Subeommittee on Civil and Constitutional Rights.2 The evi-
“ddene (liﬂ losed o numiber of deficiencies in the effectiveness of that
srection: 1y the =Tungibility? of shared revenuos Fas permitted recipi-
ents to es .l[)(‘ covernge by designating the funds as having been nzed
i progrinns or activities where dise rimin.ltiml does not exist while
desienating the nse of their own “freed-up” funds in programs or
activities whiel are diseriminatory; (") the Office of Revenue Shar-
ing o the Seeretary of the Treasury have inadequately enforced the
anti-discrimination provision by failing to process eitizen complaints
efliviently. to condnet adequabe compliance reviews, to monitor cow-

A
2. U 8o ity of Chicago, 305 F. Supp. 320 (N.D. HL), af'd 525 1. 2d 603 (7th

1 \,4 o
Clr, l'h.- . -

U e il Rights Aspeots of General Revenue Sharing, Nov, 1070, the findings of which
ars stdopted awd lncorpurated by reference.
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plinnee agreements, and to tuke any administrotive action to suspend,
terminate, or seck repayment of funds;* (3) the Department of Jus-
tice has failed To meet its responsibilities under the Aet, ineluding 1ts
general anthority to monitor the eompliance program of the Oflice of

’ Revenue Sharing: and (4) the private remedies under the Act are .
insufficient, especially the lack of o provision allowing the award of
attorney fees to prevailing private litigants and the Iack of complain- | .
‘unt involvement in complaint processing.

3 In light okthis vvi(t(-n('v, the Comnittee determined that Seetion
122 should he amended to strengthen the non-digerimination provi-
sions.* The purposes of the revision are to improve enforcement at the
Federal level, to provide better edvrdination among federal, state, and
Tocal ¢ivil rights ngencies, to insire that recipients will not he subject .
to conflicting enforcement standapds, and to increase the participation

., of citizen-complainants in the enforeement process. With these goals \

in niind, the Commitee adopted the following changes in Section 122,

Do Amendments '

1. Seope of section. “The present law prohibits diserimination on
the basis of fwees color, national origin, or sex inany program or ac-
tivity funded in whole or in part by shared revenues. The revised -
seetion would add age,™ handicapped status,® and religion as I)rosvri])ml
crounds for exelusion.® Because of the fungible nature of shared rev-

3 Sinee the passage of the Aet, the Secretary has never gnspended shared revennes for a
eleil elghts violation, FEven when the Secretary had evidence of such a vielatlon in (‘l\]vu;;u,
o still refused to suspend fupds nntil ordered to do so by the fedoral eonrt, See 178, 1
City of Chicago, gupra. The Secretary hag susppnded funds for other violatlons of the Act,
snelas a reciplent’s fyilure to file a Planned Use Report, . . -

«Tn revising Seetloh 122 and adding Seetfons 124 and 125, the Commlittee adopted ag,
amendmoent offered by Mr. Drinan (as nmended by Ms, Jordan) to Sectlon 9 of 11K, 13367,
TIie findl language tracks the Drinan Anfendment in relevant part.

e T'his provigion is similar to the provisions of the Age Discriminatlon Aet of 1075, That
Act prohibits “unreasonable” age dlscrimination in prugrumu and activities recelving R

B Federal finanelnl asslstanee, Including revenue sharing funds. The Committee Intends that
ftx amendment to the Revenne Sharing Act he congldgered a separate and Independent
statutory right that age discrimination not be practiced hy governments recelving revenne
sharing funds, It is tmportant that the Committee.amendment be interpreted fn this man-

s jer, rather than be viewed strictly ns an endorsement of the Congresst actlons 1o the 1975
Age Diserlmination Act. Unllke the 1975 Act, the Committee bill would prohibit age
dixerimination in all netlvities or programs of revenue sharing reelpients, rather than
merely In those rrugrnms and activities receiving revenue sharing funds, As indieated
above, the Cemmittee adopted this approach in 1ts hill because of the serious problem of
the funglhility of funds, Also, unllke the 1975 Act, the Committee measure establishes
more detalled and antomatlc suapenslon and termination procedures, and dees not delay
effoctiveness of the provision untll January 1, 1979, Because of these significant distine-
tlons, in terma of the broadness of the prohibition and the remedies provided, 1t 18 impera-
tive that the Committee hill not be suliject to a Hmited or narrow Intcrgrnunlnn haged on
the 1975 Age Disertmination Act. Rather, the Committee bill and the 1975 legisiation nre
to he viewed ax Independnet yet complementary mensures, Both seek to tnanre the eliinina-
tlen of nnreasonable age discrimination which {s federally flnanced, but they nevertheless
eutabllsh different approaeches to the overall prohibition ny well as to the Tnl‘nrccmﬂnl
mechanism. The Committee intends that through cooperatlon agreements (di{é'uqm'd here.
tnntter) the various Departments responsible for enforcement under the two lawg will
coardinate, to the greatéht extent possible, thoge enforcement efforts, .

o The Architectural Barriers Aet of 1968 requires that all Federal bulldings and feder-
olly-asulated projects be barrler-free for gurpnuns of achleving accessibility to theé handi*
~apped. ‘The Committee intends that lts broadening of the nendlscrimlnation prehlbltion
to protect the handicapped be slmilarly Interpreted to forhid reclplent governments from
constrneting bulldings and other facillities which do not have special acecommodations for

. the handicapped. ) N

5 The revision specifies that the general prohibitions be interpreted in accordance with

eertain exlsting anti-diserimination laws 80 that unfoymity 1g achleved, and that current

+ standards at least are npplied. 8ee Grigga v. Duke Power Co., 401 1.8, 424 (1971) ;. Lau r,
Nichols, 414 U.8, 563 (1974) ; [Hills v. (fautreans, 44 U 8.L. W, 4480 (U.8. April 20. 1978)
Huawking v, Town of Shaw, 461 F. 2d 1171 (6th Cir, 1972) ; Gregory v. Litton Systema,
dne 472 FO2d 631 (8th Clr, 1972) ¢ Brennan v, J. M. Fielda, Inc;, 488 F. 2d 443 (5th Cir.
1‘9/.‘.1, cert, denfed, 419 U.8, 881 (1974) ; U/.8. v. City of Black Jack, 708 F, 20 1179 (Sth
Clr. 1974), cert. denied, 422 U8, 1042 (1075); Hodgren v, First Federal Savinga anid
Loan Association of Kroward County, 435 F. 24 818 (5th Cir, 1072) ; and Adamas v, Rich-
ardson, 480 I, 2d 1159 (D,C. Cir, 1971),
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emies, the asiendmoent al<o removes the re-treiction Timiting the none
Jdi=ermination provision to programs or activities “funded in whole
or i peet”™ by <hared revennies, Under the amendment. it is presumed
thart all aetiyities of a recipient are hinded with shared revenies,

There 8 be cirammstances, however rares when o recipient nay
Be nble to demonsteate, contiary to the presumption. that shareed rev-
enues were not used i the program or activity inowhich the alleged
discrimination ocenrred, Therevised Seetion 122 rives suelia recipient
the apportunity to make that showing, In view of the fungibility
problem and the “~pecial danger of deception™ *inherent inaceonnt-
nige for the expenditure of shared revennes in specidis programs or
aetivities, the exception requires o cclewr and convineing™ standard
of y.nml'. N .

o L aforeement mechaism, The eivvent daw connnits Federal en- .
farcement to the total diseretion of the Seeretary of the Treasury and -
the Attorney General, In light of the hearing record demanstrating:
the nnwillingrness to exereiee that diseretion to seeure the vights under
Section 1220 the revised seetion provides aomore eertiain enforeement
welivine, TE also seekes to improve coordination among Federal, state, |
s Toenl cixil rightsagencies, )

ca) Seerctary of the Treasory: The centreal feature of the, revision .
i~ o teigger mechanian which determines when the Seeretary will
bewin complinnee proceedings hy sending appropriate notices to the
Tion complaing recipients, Sueh notitieation gwill he triggered under
twa cirenmstanees: (1) wheman federal or ~tate conrt or adlministra-
tve agenev. after notice and opportunity to be heard,makes o finding
ol diserimination {on the hasis of race. volor, religion, sex. national
arigin, nges o lmndicapped statns) 0 and (2) when the Seeretary.
after affording the recipient an opportanity to make a docimentary
<ubmission, makes an initinl determination of noneomplinnee hased on
his own investigation,

After notifieation, the reeipient has 90 davs to end the diserimina- .
tion and (ake whatever allimmative steps are necessary to conform its
practices to the Tawe Tf the recipient believes it has not violated See-
tion 122,030 mavy requedt 1 hearing on the erits which the Seeretary
i< required toinitiate thut not necessarily complete) within 50 days
af the request: A that hearing the reeipient may rise anv defense
available under Taw, inehnding the contention that the shaved revennes
were not nsed incthe prograom or activity in o which the alleged dis-

: crimination ocenrred,

In wdvane of the hearing on the werits, the reeipient may also re-
eest o preliminaey hearing hefore an administrative law judae when
the notification to the reeipient is hased on the Sceretary’s initial de-
termination of non-complinnee.” Sueh a preliminary hearing must he

*\MeCarmick, On Evidence (1072) at 708, \

“arpdinarily the eomplainant or the othier ageney will hring such findings"to the atten-
tian of the Reeretary, 'l'nrlr\r the revislon. however, thes Seeretary also has an aflirmnative
ohlfy tion to nneover diserimination findings that are puhlle«hm\ in law reporters, leaal
orrnade hewspaners, and other piihlieadions, and to hegln the eomplianee process on hiu
av inltlative If recipfents hase not, by the effeellve dale of these amendmenta, eorrected -
preactiees alrendy foamd to be digeriminatory, the Secrotary 1a expeeted to hogin complinnee
proceedings by notifving <neh jurladietions of thelr non-complianee etatns

AV Hen potifieation Is triggered by o finding of a Federal ar <tate court or pdminietrative o
Arem v there i no npeisd for <reh a preliminary heartog becanse the recipleut hps nlready
Fevn afforded an opportuntly on the merits,

i
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roquested within 50 days of the notification of non-com slianee and -
muyy be completed within the 90 day “grace” period. I the recipient
dempustrates that it is likely to prevail on the merits at g subsequent -

- full ho‘w\jng, the administrative judge is authorized to order a deferral
/ of a fithd suspension which would otherwise antomatically occur at -
“the conclusion of the 90 days if complianee is not nelieved.r
At the end of the 90 days, the payment of shared revenues s auto-
matically-suspendedl if a compliance agreement has not been sigmed,
or if compliance itself has not been achieved, or if an administrative
Jjndge has not entered an appropriate order.t The suspension then
remains in effect for a ])(‘l'i()([ of 120 days, or 30 davs after the conelu- '
sion of a hearing on the merits, Within that period of time, the Seere- '
tary is obligated to make a final determination of compliance or non-
eompliance. Tf insufficient evidence of non-compliunee’is presented to
the Secretary, then the uspension s lifted and fund payments resume.
If non-complinnee is fonnd, the funds ave terminated, the Attorney
General is notified, and the Seeretavy has the additional option of seek-
ing repayment of Federal monies previonsly paid under the Aet.'
~ Aftergermination, the fungds due that government would be returned
== =" to the gereral trensury. Sueh government could, of course, seel rein-
statement into the prograin if it achieved full complinnee with the Aet. -
(b)Y Attorney General: Under present Inw, the Attorney General 3s
authorized to imftfate legal action aguinst any recipient*which is én-
gaged ina Spattern or praetice” of diserimination m violation of the
Act. That anthority is continned under the revision, The Attorney
General is given express anthority 4o seek snspensions termination, or
Crepayment. of shared revenues, allowing the, Attorney General -to
_n(-,‘\im'o in conrt what the Seerctary may do administratively.* :
» The amended section ves the Xttorney General ndded responsibility 4 ,
. tomonitor the civil rights compliance activities of the Office of Reyvenne '
Sharing at Treasury. Under Fxeeutive Ovder 1764 the Attorney Gen- i
eral already exercises that authorits with respeet to all other Federal
y  agecies which dispense Federal funds, including the presceription of
appropriate “standards and pracedures regarvding the impleméntation
of title VL. Because Treasury has taken the positiow that revenuo
sharing is not. a title VI progran, it is necessary to, codify the prin-

Injunction and the snme standards for abtnining such pretiminary reletef are to apply. See”
* Chanee v Board of Eraminers, 438 1" 24 1167 (2d Cir, 1072, -

1 The sunv(-nxlnn of fanda applles only to a loenl government whleh 1s the subject of
the notifientlon from the Secretary. I'he’ pnyment of funds to other governmeuts In the
State nr the State Itself remains unnffected. .

12 Whether repayment would be sought by the Seeretary would depend on the facts of
each eane. Undoubtedly repayment would be approprinte where the violatiomils partieularty
egreglous pr the reeipfent recaleitrnnt. In additlon, svhere the money has already been wsel
to bulld a‘'facility which, for example, serves only one raclnlegroup or fails to provide ade- )
quatmarrangements for the handicapped, n demand for repayinent would be justified if the !
location vr deslgn of the structure eould not he appropriately altered.

13 The words "pattern or practlee’ are Intvmrml tn have the snme meaning each of the
three tlmex they appear in the revised keetlon and arve “not Intemiled to be esoterle wordg of
artt TN, v. West Peachtree Tenth Corp., 437 I 2d 221, 227 (5th Cir, 1071). Whlie .
embracing something more than an lsolated or necldentnl instanee of diserimination, the
“number of (victims) actually tnrged away or dizkerlminated against 18 not determinative.”

Ihid. Although a class action weuld alwnys be n ““pattern pr practice,' something less than
a class gult would aise qualify. !

1 RInee the Seeretnry must suspend revenue sharing funds on the 45th dny after the
Attorney General files a lnw sult, the remedy of sugpenslon mt(llnnrhy will not be needml In
sueh Htigatlon. 1f, however, n reelpient ohtalns a preliminary Injunetion agalust guspen-
sinn within thode 45 dnys, the Attorney General might Inter conslder it appropriate to
acelt susprension by moving to dissolvé the injunctlon, .

© mThe preliminary miministrative hearing 1s akin to a Judieinl hearing for a preliminary ))

>
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ciples of Exceutive Orvder 11761 for revenue sharing purposes, This,
the amended Seetion 122 would require the Attorney General, among -
other things, to approve complinney agreements for the purpose of
insuring uniformity of Federal standards. This is inlvn(]v(a to henelit
both compluiants and recipients. )

The amended Seetion 122 mukes additional provision for coordi-
nuting the enforeement efforts of the Secretary andthe Attorney Gen-
eral. In the revised section, the Secretary is required to suspend pay-
ment of sharved revenues 45 days after the filing of a “pattern or prac-
tice’? suit by the Attorney General against o recipient. The automatic
suspension operates whether or not the complaint specifically alleges
mapn of Seetion 122, The recipient, however, always has the
51t Avithin the first 45 days after filing, to obtain a preliminary
jun§tion. ngainst the suspension of funds by proving, by clear and
convitedng evidence, that the program or activity u]]vgv(] to be dis-

criminatory does not utilize shared revenues, The Committee gntends

that. this preliminary determination, if songht by a recipient, is to bo
made exclusively by the court. The Secretary’s role under this section
* is purely ministerial. :

0. (itizen remedicn—Under the revenue sharing statute and other
antidiserimination laws, private citizens or organizations representing
their interests, may sue the United States or any recipient for using
chinred revenues in a diseriminatory fashion.’® Those rights are con-
tinued under the revised Section 122, A new Seetion 125 of the Act
nuthopizes courts to mward attorney fees in citizen law suits and an-
thorizes the Attorney General to imtervene when it is a case of general
public importance. . .

As noted “earlier. the hearing record also discloses, serious short-
comings at the Office of Revenue Sharing in processing complaints of -
discrimination and monitoring compliance, k new section 124 would
correct some of that maludministration hy requiring the promulga-
tion ofgregulations requiring striet time tables for complaint investiga-
tion and compliance reviews. In addition. the Seeretary, at least 15

s before the effective date of any compliance agreement, would be
requiiged to forward a copy to the complainant for examination. The
Seeretary would also be required to forward copies of compliance
reporta within 15 days after receipt. ‘

A. Iuter-ageney cooperation. agreements—To achieve greater effi-
cieney in enforcement. the bill requires the Secretary to enter into
cooperation agreenients with appropriate Federal, State. and local
agencies. Suelt agreements must detail the cooperative cfforts to be

undertiken. including the sharing of resonrces and personnel. They
wonld also include proceidures for notifying the Seeretary whenever
findings of diserimination are made or, in the case of the*Attorney
General, whenever o pattern or practice suit is filed against a vecipient.

_Before approving such agreements, the Secretary must be satisiied
that the effective participation in such a cooperative arrangement,

5. Judicial review.—1f u recipient is aggrieved by a final deter-
mination of thg Seeretary under Seetion 122, judicial review. may be
sought pursuant to vxist,’ing Section 113(e) of the Act. In accordance

s

13 Gee discussion of Se®tton 125, infra. . s s
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. with the settled rule in administrativespractice, only final judgments
are uppealable, ‘ ‘

Section 12} : Citizen Crom plaints and Compliance eviews
The hearing record disclesed serigus deficiencies in the procedures

of the Office of Revenue Sharifig for proeessing citizen complaints and

conducting compliance reviews. There deficiencies apphied toa whole

range of citizen complaints, not only those involving allegatigns of

diserimination. Similar deliciencies were uncevered rospectiﬁ’i{ the |

ORS condiret of compliance reviews to insure that the provisions of |
X the Act are followed. A new section 124 would correct much’ of this |
maladministration by requiring the Seeretary, by March 31, 1977, to v
promulgate rules and regulations estublishing procedures and time-
‘tables to process citizen complaints and undertake compliance reviews.

iy

Section 125 : Private Civil Actions - ) : -
{Under the present Act, both-Federal and state courts have recog-
nized the right of citizens to bring civil actions against the United
States or recipient governments to remedy violations of the statute.'®
That right of action is continued under this bill.'”” A néw Section 125
15 nﬂ(lm’f however to authorize the courts to award, attorney fees to
prevailing plaintiffs so_that access to the courts is, meaningful.’® In
Alyeska Pipeling Servick Corp. vi: The Wilderness Society, 421 1.S. |
240 (1975), the SupremgCourt held that connsel fees cannot ordirfarily
be nwarded without express congressional authorization, Therefore if
¢itizens are to recover their attorney fees, this sectiop 1s essential.?®
It is expected that the court will apply’the attorney fee provision >
in accordaneo with applicable Supreme Court and lower federal eourt
standards. See Newman v. Diggie Park Enterprises, Inc. 390 U.S. 400
(1968) ; Bradleyy v. School Board of the ('ity of Richmond, 416 U.S.
606 (1974) ; Parham v. Southwestorn Bell Telephone Co. 433 Fod  \y
421 (8th Cir, 1970) ; Lea v. Cone Mills Corp., 438 F.2d 86 (4th Cir. .
1971) ; and Aspiva of New York, fne. v. Board of INducation of the .
Cityof New York, 65 F.R.D. 641 (S.D.N.Y. 1975).
Furthermore, Seetion 125 would authorize the Attorney General,
as a matter of right, to intervene in any private action brought *‘to -
enforee compliniiee with any. provision of this Act.” Sce 42 17.8.C.
2000h-2; Spangler v. United Ntates, 415 F.2d 1242 (9th (ir. 1969). ,
w&oe, e, Mathews v, Maaaclly 356 F. Supp. 201 (N.D, Ga. 1973) -f'.R. v. City of
Chicago, 393 F. 8upp. 399 (N.D. 1LY, af’d 525 1. 24 608 (Tth Cir. 1075) 1 Hackes v.
MeDonald, 255 Ark. 978, 504 8.W. 2d 724 (Ark, Sup. Ct. 1974) . Yoretich X MeClintook,
—o = Mont, ~ —, 626 1. 2a4 099 (Mont. Bup. Ct. 1074) : Schreiber v. Lugar, G18 I". 2d 1099
17th Cir. 1975). To the oxtent the Bokreiber case bars private sults In Federal court’ for
Jurisdictionnl reamons, it 1s disapproved, . ) -
17 During considerntlon of H.R. 13387, the Committee struck as superfluons and unneces-
xary langnage regarding “standlng™ and “rellef” in private civil actions. Courts already
recognize the right of citlzeng to sue for violatlons af the Act and to obtaln approprinte
rellef, tneluding suspension, termination, or repayment of funds. U.8. v, Clty of Chicago.
aupra. The Commlitice gldy struck langiuage requiring the exhaustion of u(lminlstrnt{lve
remefiles before private suits can be brought, \ .
i Allowing nttorney fees only to prevalling plaintiffs tracks certain provisions of existing N
law. See 15 U.8.C. 15: 20 U.B.C. 216¢h); 45 U.8.C. 153(p}; 47 U.B.C. 206: 40 U.8.C.
16(21: 18 11.8.0. 1964 (¢,
" Since the United States will undoubtedly be a defendant from time to time. thé provi-

sfon for counsel fees 18 Intended as specific authorization for such fees'withln the meaning
of 28 U.&.C. 2412, '
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Tu the months that the State and Loeal-Fiseal Assistance Act Amend-
ments haye been considered by the Government Opepations Conpnit-
- tee, repeated efforts have sur faced to employ the revenue- q}mrm;: con-
('opt as the vehicle for n'\nr ety of regulations and restrictions on the
m(l(-p(-n(lonvo of loeal roverning tnits, .

The original u)n(v]»l of revenue sharing was based on the reason-
able belief that state and loeal governments, which "are mueh eloser
to the citigens than the federal bureaucracy, tould better decide how
to utilize tax revenues most w sely,

There is no justification whatseever for the federal strings whieh
are now attached to revenue sharing—strings which ean only lead tp
greater fedérl interaention in loeal nffairg, and greater local depend-
ence on the federal hurcaneracy.

I hiave watched with growing alarm as amendment, after gmend-
ment was added to the State and Local Fiscal Assistance Aet.

The Committee’s hill, as reported, broadens the federal role in loeal
- governments through a stiffer nondigserimination section, n complex

set of eitizen partic 1putmn guidelines, and by a fur more comprehensive » -
audit' procedure. .
But these amendments, while extremely disturbing in their'implica-
- tions for tlfe )m;n ain. do not begin to offer the threat to smaller juris-
dietions \\lmHn is implicit in Section 9, the Rosenthal Amendment. .
This measure, in the words of its proponents, “sets as a goal the
preparation . . . of a plan for modernizing and revitalizing stato
and loenl government . . . (and) requires Cach state to- submit .
a report annually on the state's progress . . .7 Its sponsors further
deseribe 1t as *an important first step” towards inereased centrulization
of governments,

In this amendment lieg the tlm-nt of extinction for every small mu-
nicipal government in Amerien. Although the Rosenthal Amendment
does not require immediate dismantling of small town governments,
it clearly sets consolidation and “efliciency’ as o federal goal.

It i3 incomprehensible torme that this Committee or this Congress

“might-aceept sucle a policy—especiatly as a section of the revenue
sharing program. .
T hiave fautly in the ability of the eitizens of loeal jurisdictions to
clect a representative goternment which will use the federal funds jt
receives in nomanner whieh benefits the community as a whole. But
instead of strengthening toeal grovernment, the'many {Lﬂl(‘ll(llll(‘ﬂt@ at-
tached to the State and T.ocal Fiseal Assistance Act by the Committee’s
bill would thyow the deox Wide open for federal domination of snialler
communities. : .
v I believe that JL.R. 13367 as reported negates the trust which the
Congress quite properly placed in local governments. Its effect upon
“a these snmﬂ governments would be so far-reaching, and so dangerous, ”
Cthat 1 hnnl\ believe it should not be passed in it present form.

Girixy Excgrisim.

~
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" ADDITIONAL VIEWS OF HON, ELLIOTT IL LEVITAS
(CONCURRED IN BY HON. L. IL"FOUNTAIN, HHON. DON
FUQUA, HON. RICHARDSON PREYER, HON. FRANK
"HORTON, HON. JOHN N. ERLENBORN, HON., CLARENCE
"J. BROWY, HON. PAUL N. McCLOSKEY, JR., HHON.'SAM
STEIGER, HON. GARRY. BROWN, THON. CHARLES
THONE, JION. ALAN STEELMAN, HON. EDWIN B.
“FORSYTHE, HHON. ROBERT W.'KASTEN, JR. AND HON.
WILLIS D. GRADISON, JR.) ) ' .

We support the continnation of the State and Local Fiseal Assist-
ance Act, better known as the “General Revenue Sharing™ progran.
The bill repored by this Committee makes many significant improve-
ments in the program in the areas of citizen participation, reporting
requirerhents and eliminating "’discrimination. We have done away
with the restrictive categories in which revemue sharing- funds had to
be spent and, by doing so, have more fully implemented the concept
on which revenue sharing is based, that is, letting State and local  °
- e elected officials, who are-close to the people, have the decision-muking

power-to determine the most-effective means for meeting thicir own "
community needsgwhicl they know best. . '

@ Unfortunately, this Committee has, in one .most significant in

ance, taken n giant step backwards. We refer to the amendment

offered by Congressman Rosenthal which was adopted, on reconsidera-
tion, by a one vote margin in Committee and which we strongly oppose.
It now apears in the bill as Section 9. An amendnient will be offered
on the floor to strike it, '

The amendnient requires that cach State government prepare and -,
develop a “master plan” and “timetable” for *modernizing™ and “re-
vitalizing” State and local governments. It furthey spells Gut the eri-

- teria which the States may use in developing their master plan. and :
requires the subecommnission by the Seretary of Treéasury of dnyual re-

orts to Congress on their progress in meeting these goals. The criteria

nclude, but are not limited to: ,

“asihg the restrictions on the borrowing and taxing powers of local
' governments;
Liberalizing munieipal annexation of unincorporated areas;

Authorizing city-council consolidation or transfers of specified fune-

tions between municipalities and counties;

Authorizing municipalities to exercise extraterritorial planning,
zoning and sybdivision control over unincorporated arcas not subject
to effective county control ;

Developing minimum State standards for services at the State and
local level; and

Reducing the number of loeal governments too sniall to provide

« - . efficient administFation possessing inadequate fisenl resources.
. (105) \'
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The Rosenthal amendment isa dead h-dealing hlow to (lw_w]m]v Con-
cept of a federal system of government. Tt is glearly the first ste at

' : . rg ‘ . . . . it
letting some burenuerat in Washington impose his ideas of #modern

and “revitalized ™ loeal and State government on the 50 States'and the

37.000 loeal’ governmentsaeross the nation, g ‘ ;
The amendment. is deseribed as “permissive™ in natinre, It igs pro-

. M . Aal v .
ponents further eall it * . an important first step.”™ .\ first step 1s

neecessarily followed by u seemnd step, and then more steps until we

reach a junction in the rond which this Committee, in reporting re-
enactment of gencral rv\'omu\'s‘]mrmf, never intended to fpllow. In
this “first” step we ave'admonishing the State and loeal governments,

Will our next step be to reqguire them, and then to administer a mod-
ernization and revitalization plan stamped ont by Washington 7 Will

the distribution of revenne sharing funds be tigd to the efforts ¢f State
and loeal governments to comply with the niaster plan

Is'the federal ‘wovernment'itself, after all, the model of efficiency
and modernizatton that we age asking of State and local g
through thiz amendment ? Perlinps we should apply the griteria set
forth in the Rosentlial amendment to ourselves first heforf we point a
finger. albeit advisory, at our State and lgeal governmenty, “Thysician,
heal thyself.™ . < ’

Some of the eriteria <4t forth in this amendment, fqn,(‘h S AMprovs
ing local tax bases. nuthotizing intergovermmental contfaets, ete, may
be worthy of consideratian and desirable ends in ;\11(1/()f themselves.
ITosvever, cach of these may be desirable, only if ipitiated by the
State and loeal government in this eountry what is g4n improvement
for them in modernizing their governmental struetjure, If the ¢on-
stituents of these States and loeal jurisdietions don’t like the way
things are vunalet them send the message.
. The general wevenue sharing program is nat the proper vehicle (o
unplant every Member's ideds of what is imggoved loei]l covernment,
In April. Tast yvenr, the General Accounting Office ix<ued a report
whieli conelided that the. general revenue sharinge program was ndt
the vehiele to hying about or oven cneourage “modernization™ of lo-
eal governments, In the appendix to that. (GAO report, entitled “Rev-
enue Sharing and Loeal Govermment” Modernization,™ Daniel J, Fla-

czar of the Center for the Study of Federalism™at Temple University

States:

. .

S it would.be both infeasible and inappropriate to mnend
the Revenue Sharing Aet to provide indneements for modern-
dzation, In part, this is beeanse it is uneléar pregisely swhat
modernization involves these davs. Bevond that, the politieal
and administrative. problemns of establishing §i single feder-
allv enforceaile pattern are cnorious and likely to be coyn-
ter-productive, Moreover, the value judaments that must be
made hefore cuel a plan conld be,enneted into legislation are
very great indeed, One of the great values of federalism js the
pos<ibility it offers {or diversity and experimentation. Both
exist in great measure in the {"nited States today and any
actions that might reduce either deserve long and careful
consideration. Finallv, congressional action to attach serious

Ay
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conditions to general revenue slimring would By any standards
be a rndieal departure from the original premises of the revs h
enue sharing idea and would chanve the charneter of revenue ¢
sharig bhevond recognition. ‘ N

Our system of government i~ w federal svstem, The states and
their subdivisions are purt of that systenn, F'his Rosenthnl amenchnent
clarts o new course in the fedéral-state-local~relationship. 1f the
Rosenthal amendnient is not deleted, we will”undermine the entire
Constitutional concept of foderalism. The Rosenthal amendment is
at best o dangerous precedent, ‘ '

Some local govepnmental structures have been in existened longet
than even our federal structure: Many &f them operate with a level
of representation and a record of achievements deserving of our envy.”
Yet the Rosenthal amendiment suggests that these governients adopt
new ways of handling community needs, even though they may have
heen successfully dealt with for generations. . )

Wao believe in the precepts on which general revenue sharing is
based. Tt is a straight forward approach which vecognizes the ability
of elected State and local government officials to identifg,and resolve -
their own problems. H.eestores tax revenues to local o 18, and ex- *
resses our confidence in their ability to use these funds wisely. The
hns«-utlml aniendment cuts into the trnst we have affirmed in local :

“officials and jeopardizes the basi: concept of general revenue sharing. .

Thae costof developing a master })lnn’ and the subsequent implemen-
tation of it, dilutes the purpose of these funds for community serv- '
ices and conld in the long ran exceed the amount of total federal , §

Cdollars derived. in addition to the legal threat it poses to our Con-
. -

stitutional federal system of government. :

By adopting an nmendiment to deleta Seetion 9, the House of Repre-
sentatives with veaflienm its helief in the federal system and its support _
of the concept behind general tevenue slinring, The dollars that State o
and loeal povernments’would regeive could not be worth the cost of b
converting our Slates into provinees and pur local governments into -
administrative precinctssmolded and run ﬂ‘\' a powerful central gov- -
ernment in Washington, That would he the end of our federal system. -~
, : Froorr I Teviras,

L. H Forsrax.
Dox Fequa, i .
RicnanpsoN Preyen.
Trank IHonrox,
. ’ Jorrxy N. FErieNpony,
3 Cranexce.J, Broww, '
% ! L Pavr,. N. McCroskry, Jro © 7
: . . « SAM STEIGER. ‘
\ Garry Browx. .
Criarpes Trowr,
T AraN'SresLaax,
T Topwin B. Forsyrrir.
, , Ronerr W, Kasten, Jr.
Wirus D. GrapisoN, Jr,
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"+ ADDITIONAL VIEWS. OF HON. FRANK IORTQN, ATOND -
* ¢ JOHN'N. ERLENBORN, HONe JOUN W. WYDLER, TION.

- CLARENCE-J. BROWN, HON. PAUL. X, McCLOSKEY, JR,,
HON. SAM STEIGER, HON, CHARLES THONE, HON. ALAN - ¢+
STEELMAN, HON. JOEL PRITCHARD, JION. EDWIN B: - -
. FORSYTHE, ROBERT W. KASTEN, JR.,, HON. WILLIS .
" ¢ . GRADISON, JR., AND IION.-GARRY BROWN

When the S{Rte aned Local Fiscal Assistance Act of 1972 wag signed-
K into Jaw, government! officials from towns, cities, counties, and Stagés-
herglded its enactment as the ost significant change is Federal-State-
Tocgl relativus since the beginning of the New Deal. 7 -~ °

&

.

_ djtributed. to 39,000 unitgof gevernment. Thefunds made available

- increasing pressure on State.and local governments’ budgets.
On Thursday, May <6, .19%6, the Full Government Operations Com-
- mittce approvedsa bil] torextend this pragram-for 334 years. The pro- \
posal contains some. cgcellent provisions including an entitlement
“mech#nism for funding revenue sharipg and a long-term. authorizi-
tiort ot 33/ years. . ] '
Jowever, the bill also includes some provisions which are alien to~
the concept of General Revemte Sharing;.burdensome in the régiire-
, ments they impose on State and local governments; anid contrary o
' 7 the structure of a Fe@oral systeny of government. 4 .
- The Rosenthal dmendment ‘ ) e
- Y}, Central to the purposes of General Revenye Sharing,is the gonl of ~ *,
pmvrd‘q\lg fiscal assistance to State and I?cal governnientg without the .
N a

encumbdgnees of traditional categorical assistance, One ginendment
‘approved by the Committee would add a restriction which will in- o
‘ovitably lear to a cohversign-of revepue sharing into a burepteratic =

.7 ¢ nightmure. This is, the Rosenthal *Modernization of Government = !

5 - nendment.” i ‘
The Rosenthal Amendment dould have each State government, pre-
.pare and develop a master plan ynd timetable for modernizing State
and local government. But the master plan‘is to be degigned according
“to Washington-defined goals as outlined in the subsections™(c) (d)
and (e} of the amendment. - ., . : _—
The Rosenthal Amendinent also directs the Goyernoyof egeh State |
. 40 submit the proposed master plan to the State legfslature, and to
tho chief exceutive officer and degislative body of ¢afh county govern-.
““ment, township government and other units geal governments.
82 The responses, of. these governments arg to be compiled and sub-,
mitted to the Sgeretary of the Treasury on an annual basis who in tutn
is supposed.td Fibmit afanmral Cprogress” report to the Congress.
This is buréaucratic red tape at its worst. The number of reports -
' o~ (108) L , :
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Puring the nearly five years of the prograui, $30.2 billion has been \ .

stnder this program, with a minimum of restriction, have reduced the .
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cenerated by the Rosenthal Aipendment will place additional burdens-

“ o all levels of government WITHOUT any demonstrable benefit.

The standards for modernization established in the amendment -

0 ¢luda sugh laudable goals as .. substantially improving the effective-.

: nes=. economy and equity of State and loedl governmendt.” By what
stundards arce effectiveness, cdbnonty and equigy megsured ? Thestands
ards for the design of State amd local governments are the province o

. their constituend®esz -~ ’ . . .

. We oppoze the creation of another self-perpetuating Federal bu-

©  peftueracy to pass judgment on these non*Federal concerns.
Lleporting requircments . ) E

4 The reporting requirements now imposed on recipicnt governinents

waro a good example of how both the Subcommittee and the Full Com:
mitteo have Toaded down the program with requirements without look-

» ing at the implications bf these requirements (il()r the governments that
must administer the program.. Reporting requirements for any pro- |
gain should be designed to meet the following needs: ’ '

I. o inform citizens of the expected arrival of revenue sharing :
funds and to prepare them to participate if they so desire in the allo-
cation of these resources; L ~ A -

¥: To inform the Treasury and Congress of how recipient govern-
ments have chosen tospend the money tand \ _ ¢

3. To provide sonle basis for asceitaining whether'recipient govern- ~ -

. ments have allocated funds in compliance with the laty.

' These thrpe purposes steongly suggest that the reporting require-

. ments of the Bill represent the colection of information for ipforma-

+  tion's sake. . 9

Specifieally. it is not-necessary.for Congressior the Treasury to col-

:  _lect Proposed Use Reports. Actual Use Reports are endugh’ Proposed -

Use Reports serve the important purpose of preparing citizens for par-

ticipation in-the local budget process, buf, beéause of their tennous na-

ture. such reports are of little use to the Federal officials. * -

Unless, a compelling purpose can be identified, why should we
reqyire Foaderat” employees to receive, read, and categorize 39,000
Planned Use Reports tanging in complexity from o few pages-far ’
small localities, to many volumes. for States and large cities and '
counties. -~ et . L.

The réquirement of the Bill to automatically sentl copics of the
Actuak Use Report toreach of the (fovernor's offices is another #od ~
cexamiple of imnecessary reporting: [This provision assumes that. all .
2 Governors wish to reccive such reports and wonld do spmething @ise-

fu] with these reports after they receive them. Such geports should bo

available to Governors only upon request. -

The Full Committee added an additional and“innesessary record
© keeping provision that requires all 39.000 recipienfgovernments to
identify particilar items in thein budgets funded by révenue sharing.

'The only useful purpose of this provision is to put recipient govern-

ments on notice that they must strictly account for theséxpenditure of

these funds.. =~ - : ‘

» o Ihs strict aceowgrtingwould assisk recipient govermments in counter- -~ 7

ing nondiscrimination suits by helping to meet the requirements of

clear and convineing evidence of the uses chosen for revenue, sharing

‘
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funds. Addinggthis requirement to the bill. however. eonflicts with posi-
tions su[})])use(lly taken by both' the Su])msmittc(: and the Full Com-

mittee that revenue sharing funds are by heir very nature fungible.
Under this view, no amount of accounting will help to separate sharing
- funds from other tax revennes. "As a consequence, the requirement to
\identify with, great precision the use of revenue sharing funds will

Until now the reporting of proposed and actual use of revenue
gharing funds was done at the time recipignt governnients received
notice from Treasury of the arrival of funds. This allocation of funds
. could occur at anystime in a local gogeynment’s fiscal year. The bill,

4 . . . .
prove to be another example of a meéaningless Federal requirement. -

y 08 written, would tie reporting and citizen participation requirements

to the local budget process. Local governments must allocate revenue
sharing funds at_the.same time they allocate their own resourges.
While this objective is landable, the proponents of this change lrave
failed to account for the fact that 94 pereent (see Ixhibit I) of the
local governments of this country have budget cycles diffevent from
that of the Federal govermmnent. ‘ ) . "
Unless over 35.000 recipibnt governmnents change their fiscal cycles
to correspongd with the Fedoral fiscal year, which 1s neither reasonable
nor deirable, it will not be gfossible for these. governments to comply
in good faith with this firovijon. . .
© TIf th

- to ®¥sor

te accounting tpfeks and gimmicks to meet the letter of the

: Jaw. Thik result flies in the face of the Committee’s intent to improve
meaning ful citizen participation, plamiing and aceountdbility forn the
w=c of revenue sharing funds. * .
[
4 v EXHIBIT |
s v SUMMARY OF LOCAL GOVERMMENT FISCAL YEARS N
J— e ]
Number of Percent of
gove‘nmenls total
Fiscal yllar ending:
an. 3l Lo A 14
Feb,29.. _....... . .. ... 1,034 2.
Mae, 31 .. .. . L 7.114 19.
v Apr30LL.. L 4 1,267 3.
May3l. . ... ... 4 6518 1
lyne 30 . _, . » 6,885 18.
. apt. 30 ... ... 2,252 6.
ov. 30 102 .
Dec, 31 . 17,993 , 48,
' Total - 37,219 ' 99.7
. . . VN i
- Note: Main point—-94 peccent of all IGcat govePqments have fiscal/vears ending at a date diffetent from that of the Fed-,
eral Government. 85 percent of ail jocal governments have fiscal yedrs ending at | of the foilowing dates: Mar, 31, June 30,
Dec. 31, .
Source: Butoay of Census.
Awuditing requivements ' 5

The Committee bill requires an andit of the entire recipient gov-
ernment’s finances rather than just those programs funded in whole or
in part by revenue sharing. Few major loeal governments econdiet
audits of a7l their.finances each vear. Man® programs are audited on
athree or, four year cvete. To require that a major city like New York

_or Chieago completely andit all of its linances vearly would be an ex-

v
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pensive proposition requiring tiemendous nudit sta s producing thick
documents that may hardly change much from vearto year. .
The Committee has not foeused on what is te be done with this pudit,
informatiort. Clearly, this requirement will vield nieh more than 18
necessary to determine ('.()!11])]11:111('(' with provisions of the Aet. This
oxtra information is compiled at great cost which will serve no pur-
pose exeept to inerease the burden of Federal pgperwork, :
The Cominittee Bill requires that these financial audits be in ac-
cordance with generally aceepted auditing standards. Yet, it 15 not at.

wall elear that such standards exist in operational formy for State and

local governments, : .

Proponents of these andit standards argue that such audits will
prevent loeal governments from bankruptey similar to what beffell
New York City. The proponents fail to address the fact {hat wngdit
reports usunlly fail to confront the really important (uestions that
pertain to the fiseal solvency of State and local government. There are
many different ways to estimate revenues-ahd expenses. Playing with
these techniques is the way some State and local governments bring
their hudeets into “*balance.” Audit reports fend not to focus on the
important questions of wliether a budget isactually in halanee, whether
esthimating tochniques are valid, and whether the steps necesgary to
achivve or muintain halance of revenues and expenses have been taken
Oh the contrary. andit reports tend to focus only on whether funds
have heen expended in the manner appropriafed. As a consequence, the
‘important information promised by the author of this amendment
may never maderialize,

Nondiscrimination provisions ) :

Since the early 1960°s, the Congress has repentedly enacted civil
rights legislation designed to bring the full power of Federal enforee-
ment mechanisms to bear on guaranteeing constitutionally protected.
rights for all American ¢itizens. Beginning with the historie Civil
Rights Act of 1964, the Congress ‘has reaffirmed its ,commitment to
strong civil rights enfordement through the Public Accommodntions
Act, the Equal Employment Act and the Voting Rights Act.

When markup of the General Revenue Sharing extension proposals

began in earnest carly in 1976, a bipartisan effort was started to pro-
vide an improved nondiscrimination provision commensurate with the
scope of the (eneral Revenue Sharing program. Legitimate criticism
had been lodged against the Office of Revenue Sharing for its lack of
imitintive in enforcing the nondiscriminatipn provision of the existing
aw.

. The basic goal of the Subcomnmittee was to “send the Office a Reve-
nue Sharing a message” that effective civil rights enforcement was a
principal goal of the Congress in its extension of the revenue sharing
program. : - .

“The provisions which emerged from the Subcommittec on Intergov-
ernmental Relations and Human Resources were extremely -compre-
liensive in that they extended the nondiscrimination protections to all
activities of local government unless it could be proved by clear and
convincing evidence that revenue sharing funds were not used in the
activity where the discrimination was alleged. ‘

’
w
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The provision_contuined procedural safeguards for recipient gov-
ernments but simultaneousty removed digeretion from the Office of
Revenue Sharing on the timing and degree of fund suspepsion and/or
termination. : . . .
When the Full Committee on Government Operations met on May
6. 1976, an alternative was approved that eliminated mdny of the pro-
cedural safeguards in the Subcommittee provisions. .
: Principal among these modifications is a provision permitting the
‘suspension of revenue sharing funds on the basis of thevglingvof a civil
action alleging diserimination on the part of & recipient government by
the Attorney General of the Unite"({ States WHETH OR NOT
TIHIE USE OF REVENUE SHARING FUNDS IS EVEN AL-
- LEGED. This provision places in perpetual doubt the continuation of
revenue sharing funds to each recipient government. The ‘continuing
" threat of suspension would have a ({)evastating impact on local budget
planning :m(\ would place.in continual jeopardy the delivery of serv-
1ees to those most. in neexl. Co
Another provision of the nondiserimination section modiﬁ&d m the
Full Comimittee requires the Attorney General to partigipate in all
compliance agreements {Ievclqpe(l by the Department of Treastury and
. the Office of Revenue Sharing. This change was made despite tﬁrx: De-

partnient of Justice elearly stating that such an arrangement would be
an administrative nightmare which would undercut’litigation the
' Justice Department might already be pursuing. \
Finally. the Connnittee agreed to a provision.on private citizen suits:
[« which permits the awarding of attorney’s fees only to the prevailing
plaintiff, to ¢nforee anv provision of the Act. o C .
The issue oNhe propriety of awarding attorney's fees is sceondary.
The central question is whether the'United States goverhimeht shall
be iy the position of defendant or plaintiff in civil rights enforcement
o cnses. If the United States becomes a defendant in gvery civil rights
case involving revenue sharing funds, its capacity to.enforce ﬁm‘s
will be severely himited. The Justice Department’s enforcement pow-
) ers would he greatly strengthened if such private suits were author-
ized against. State or local governments, but not the I*;odeml govern-
ment, The role of the Justice Department should be the enforcement
of the civil rights provision through litigation. The present provis-
sions on private citizen suits would severely limit that capacity.
These modifications approved by the Full Committee w#ll not. im-
prove the operations of the revenue sharing program. nor will théy
enhance the eivil rights enforcenient record of the Office of Revenue »
Shaving »/s « 2/g the provisions approved by the Subeommittee. On
the contrary. they could substantially reduce the number of Justice
Departinent. lawsnits since any discrimination alleged at the State or
local level will trigger suspension” of revenue sharing funds within
45 days. ~

[ortension of the. Davis-Bacon Act

U"nder P.1.. 922312, the original General Revenue Sharing Act, the
Davis-Bacon wage standards were to_be applied to any construction |
project of a recipient government wiich reeeived 25 percent or more
of the funds for that project. from CGieneral Revenue Sharing funds.

The provision approved by the Committee would apply to the
Davis-Bfcon provisions to all local construction projects, regardless ¢
of the percentage of revenue sharing fund})dsed. '
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Advoeates for this modificatioh justified their position by arguing
that some local governments had used 2+ pereent revenue sharing
funds in construction to avoid the Davis-Bacon wage requirements.
While there has been little in the way of documentationsof this charge,
the Clommittee agreed fo climinate the 25 percent requirement.

The manner in which the Davis-Bacon “Aet is administered hy the
Department of Labor is likely to drive the cost of construction beyond
the reach of many small and medium size local governments.

Studies by the General Accounting Office vt shown that Davis-

« Bacon Act adds from 3 to 15 percent to the cost of construction.t A
Murray L. “Wiedénbaum, “Government Mandated Price Increases-.\
construetion projejet of a Veterans IHospital was inereased hy 22 per-
cent asa rvshft. of Davis-Bacon and a publie housing project in Florida

\ hy G pereent.? - B a ’ ,

' This issue for revenue sharing is not thé validity of Davis-Bacon,

but the jmpact of using revenue sharing as a vehiele for extending

Federal regulations and contro¥ over all facets of State and local

governiment activities, ', '

Oser half of the 30.000 recipient governments receive less than
$7.000 annaally in revenue sharing funds. In conntless cases, extend-
ing the applicability of Davis-Bacon standards to all construefion

. projects by these governments would add more in construction
. than the.gros SFECCIves 1 revenue sharing. .

Supplemantal fiscal assigtunce
" The Sypplemental Fiseal Assistance Provision allocates $130 million
along thq lines <pecified in the Fascell formuta, TLR. 10319.

Under the bill, as written, the supplémental funds come from the
enrrent formula. The amoint of money anthotfized for the current

- ) or standard formula was the annualized amount of the last entitle-
ment period.I'his supplemental appropriation is achieved by, reduding .
this funding level by $130 million. This provision has the effect of N
. reducing the standard revenue sharing program by $150 million, thus *

reducing the standard revenue sharing allocation to cach recipient
government. N ]

The fornmla includes a poverty factorwhich isachieyed by ibstitut-4 \
ing the percentage of people below the poverty line i place of the )
per eapita income Iimm’xtlmt, is usec fn th enrrent formula.

~ Major problems with this supplemental fiscal nssistance

1. The decision to allocate an extra “pot” of money ty State and
local governments to recognize particnlar needs is laudable, Tt s
questionable as to whether the Fascell formula is the best formula for
doing this. : .

The question is: Which needs <hould he addressed that are not heing

“addressed under the current law? The Committee has never really
. focused on this question. The formuld for allocating this Supplemental

. Fiseal Assistance doesnot address many of the commonly recognized

problems of $tate and local government.

£7,

[

i Sep Murray L. Weidenbaum. “Gowernment Maundated Price Increases—A Noglected
Aspect of Inflation,” A.E.L 1975, p. 62, .
2 Ibid., p. 62.

»
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- For exaniple: .
a, The formula does nbt benefif the large urban industrial States o
that have been impacted so severely by thé recession.
b. Tlhc formula does not f&vor) tates that have higher than average
unemployment rates. (Exhibit 11 el oy
. c. Many cities in dig'e financial sthaitd w,on)@fijécei%-,'szﬁyp lemental Ny
funds at all. Other local governmdnts with no appiarenttneéd get un
. increase in their allocations, . ) : .
For example: Yonkers, New York which almost went bankrupt.ecar-
lier this year would receive no additional funds under the supple-
mental add-on provision. Yet Vail, Colorado which already has a-high
per capita allocation would receive a 16 percent increase in fundsg®
‘The Supplenienfal Assistance Provision does not recognize that the,
responsibility for the provision of social services varies’from govern-
. ment to government. ITn many cases, there are four different levels of /
overnment: State, county, townships and municipalities.” Only one
evel may have primary responsibilities for the provision of social
services. Yet, the proposal wonld dump money on all four levels re-
gardless of their ability to use the funds. '

Any supplement to the revenue sharing program that professes to :
aplply money to social needs cannot afford to overlook the fact that
only certain levels of government have the responsibility of providing
~ these services. . :

In sunmimgry. applying this Supplemental Fiscal Assistance reduces
the allocation to the current revenie sharing program to a level helow
thg current funding-level of 6.65 annually (Entitlement Period 7). .
This 8150 million is then reallocated on the basis of a formula that
has not been the subject of mn(‘hdolmto and may have serious distribu- N
tional inequities. 5 ’

- -

-‘ E%(HIBIIT 1l -

-

IMPACT OF SUPPLEMENTAL FISCAL ASSISTANCF PROVISION ON STATES WITH UNEMPLOYMENT RATES HIGHER
THAN THE NATIONAL AVERAGE {NATIONAL AVERAGE 8.3, DECEMBER 1975)

-

<

PR o N —

€
. State and Incal government State and local government
. losses ) , gains
' . e - - P
' Oellar Dollar
Unem- loss  Percont Unem- gain
ploymant (thou- reduc- ployment (thou- Porcont ¢
. ate sands) tion rate sands) gain «
. A , ;
Michlgan . 12.% 1. R24 07 Massachusetts . 11.8 1,250 0.6
Rhode ¢sland B 124 <3 1.2 Oregon..... .. 10,4 2,034 2.9
Florida N . 1.7 1.438 27, Alaska. . 9.6 anp k!
~ Cennecticut . 10.5 ~48 -6 South Carolina. 9.5 1,817 1.9
New York , . 103 765 A Oblaware. .« . . 9.5 615 At
New Jersey . . . . 9.9 2,774 1.1 Geotgia...... . ... 8.7 3,116 2.2 !
Maine .. . . . : 9.7 758 1.8 Montana. . ... 8.4 (1 (O]
Vormont . . .. 9.5 249 1.7 Alabama . . 8.4 1.29 1.2
rizona 9.4 1.284 1.9 e
Califernia . 9.4 13, 407 19 Totalgain...... ... .. 10. 422
Pennsylvania. . 83 556 L -
Washington . 8.7 1. 790 1.%
Total loss 25,327 w ,
_ ot e e e N

! [nss than 1,000 |
. ? Less {han | parcent

Note main print.-—-The subplementary fiscal assictance provision does not benefit States that have been saverely im-
pacted by the recessicn. Of the 20 States with higher than averrge unemploymen! rates, 12 of them fail te benefit from this
supplemantary assistance, This supplemeantary provicion would deny them some $25,000,000 that would 3tcrue to them

p if the $150,000,0C0 were allocated under lhe current formula.
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The leaislative process requires that differing points of view come
together m order to achieve.positive resalts. But, when the proposals
of some hecome so contrary to the purposes of an in(li\'idun{ prece of
legislation as to violate it<hasic intent, these proposals cap no longer
Le the basis of agreement and compromise, The amendinents to revenne

. sharing extension bill diseussed in these wdditional views represent
sich violitions of the progran’s itent,

Perbinps. some of tflul.w amendments are well intentioned. Towever,
tuken indivilually or together, they represent the conversion of Gen-
eral Revenne Sharing mito.n burdénsome and convoluted program
guarinteed to strangle the Tifehlood from most units 'of State andidoeal

-

. government by reducing or eliminating the henefits that should flow
o Arom Federal revenue sharibg assiztance, Neither the ipterest groups
supporting these amendments, nor the opponents of Generad Revenue
;. Sharing who hve supported themip the name of reform, are well .
) served by sueliaetions, . - . . .
We. the undersigned, supported the Commiftee Bill heeanse of our
i stropg commitment to the General Revenue Sharing concept, atmd be-
quse it - urgent that Congress act to extend this program. We are
confident that the IF'ull House of Representatvies will see fit to modify |
the injurions provisions sq that revenué sharing will continue to exist
’ - as o model of Federal cooperation- not of ‘Federal interference- -with
State wnd loeal governments and their eitizens,
N Frank Heortox,
. ' . . Joux N. ISrLpNBury,
Jonx W, Wybpren.
A - L (‘ranencr J. Brow,
- L - Pavrn MeCroskey, Jr.
' : SAM STEIGER.
’ Cranees TooNe. ‘
ALAN, STEELMAN. .
. sTorn PrITeinarn,
Fowiy B Forsyrineg
- Roserr W, Kastew, Jr. )
’ Wintas D. Grapison, Jr.
/ o GrarrY BrOwN.
I'4 , .
' I ) .
a A -
1
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ADDITIONAL VIEWS OF ITON. JOIIN N. LRL ENBORN

"The Davis-Bacon Aet was or 1;111111.]]\ designed to insure the integrity
of union ‘wage seales in the construetion industry where a threat of
non-union ompl()\nmnt existed. It is. therefore, ironic, that a decision
made by the Fyll Committee o\t(-n(llng Davis-Bacon to all local con-
struction projects will result in destroging the integrity of the Gen-
eral Revenue Sharing program. .

+When revenue sharing was originally enacted, a provision of the
law required the uppllugtlon of Davis-Bacon wage -standards where
25 pereerit of a local construction project was financed by revenue

. shariify funds. “This provision, agreed, to after extensive negotiaiions

with the interested-unions, was to protect the union wage sc nles whote
substantial-Federal funds were involved. '

There were muny Members of Congress at, the time of the original
enactmeltt who expressed concern about this provisiof). T belicve it was
awvalid compromise and ailhere to that view todayw

The wetion taken by the full Committee, however, is a potential

. disaster for many local governments. In a recent stidy published by

The Wharton School of “Finance of the University of Pennsylvania,
Professor Armand J. Thiebolt, Jr. skeongly crit icizod am‘ (1]_)1)hcnl)1llty
of Davis-Bacon.ITe wrote in part:

N s ~

Without' question, the preatest disadvantage of Davis-
Bacon is its cost. Exclusive of fesidual, multiplying: or t=-
cealating effects, Davis-Bacor™ cests more té operate than the
whole feddral judiciary.establishment, and perhaps more to
ran than theentire legislative branch ef government, A very \
conservative estimate woul(l be one-quarter to one-half og
billion dollars per year in administration and excess con-
struction costs over what a free marfet- would -provide. To
this estimate must be added the 1nﬂntromnw impact which
Davis-Bacon creates by favoring union rates, which then
spread from gowmmont construction to private construction
and henee establish an escalating supernfinimum wage rate
for the industry. Including these effects might well,bring the
total annual cost of the Davis-Bacon Act to $1.5 bl_l,ljzto,n t

Whether Davis-Bacon standards are applicable to all Yol const rue-
tion projects is eritical to continuation of many syl and medium
sized governments in the prograni. |

Over 50 percent of the 39,000 recipients of revenue sharing funds

recelve less than $7.000. On an average ‘alOO 000 cnpltnl construction |
project by a local community. an increase in cost in cxcess of 7 percent

would eliminate any financial benefit of the program. | .
Studies by the General Aecounting Office have shown that the Davis-
Bacon Act adds from 5 to 15 percent to the cost of Federal construct ion.

L Labor .Relations and Publlec Polley Sorioq “The.Davis Bacon Act,” 1975 D. 1:0
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Professor Yale Brozen of the University of Chicago has reported
that in many instances the U530 Department of é;ulmr, which gets the
“minimum seale” of union pay for ll*’('d()_ru] projects, uses figures that
aro higher than those prevailing in the area where the work is being
done. In 50 pereent of the cases, the Labor Department used unjon
ates from a conntry other thart that in which the work was being
done.? ) t
Such excessive upward pressure on construction cogts ean only force
many units of local government out of the revenue sharing program.
The impact of this on the economy of those arcus which would be
. forced to refuse revenue sharing funds ean only serve to drive down
pay scales as the governments cut construction projects and other
eapital expenditures.
Tle Davis-Bacon provision in the existing law is sufliciently strorig
to protect the rights of union pay seales. Tt shoukd be preserved n
the bill to which the House of Representatives nltimately agrees.

Joux N. ErLexponry, -

- Brozen, Yule, *The Law That lioum,(;rnngml," Ndtion's Business, April, 1974, pp. 71 72,
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